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ing under the agreement that was
- made yesterday.
<. The PRESIDING OFFICER. Yes.
The Senator from Wisconsin has the
third special order today."
Mr PROXMIRE. I thn.nk the Cha.ir

KENNAN ADVICE TO SENATE ON
NUCLEAR FREEZE ISSUE

Mr. PROXMIRE. Mr. President, the
other body has been engaged in debate
over the nuclear freeze issue. Shortly
the Senate will discuss and decide the
same resolution. I cannot think of any
more critical contribution we can
make to the survival of human life on
‘this planet than the affirmation of a
nuclear limitation and reduction ini-
tiative by our country, one that would
stop the relentless month after month
buildup and refinement of the colossal
nuclear arsenal -both by the Soviet
Union and the United States. We now
have enough to wipe every human
being off the face of the Barth over,
and over, and over again. And with
every improvement in the. accuracy,
the maneuverability, the range, the
power, the deadly destructiveness of
this most terrible of weapons by the
Soviet Union and this country, we
march closer to the extinction of civili-
zation and possibly mankind himself.

Mr. President in his book, ‘“The Nu-
clear ' Delusion,” George Kennan
makes a brillant malysls of our dilem-
ma, Kennan writes::

For over thirty years, wise and Ia.r-oeelnc
people have been warning us about the fu-
tility of any war fought with nuclear weap-
ons and about the dangers involved in their
cultivation. S8ome of the first of these voices
to be raised were those of great scientists,

including outstandingly that of Albert Ein-

stein himself. But there has been no lack of
others. Every president of this country,
from Dwight Eisenhower to Jimmy Carter,
has tried to remind us that there could be
no such thing as victory in a war fought
with such weapons. So have a great many
other eminent persons.

When one looks back today over the histo-
ry of these warnings, one has the impres-
sion that something has now been lost of
the sense of urgency, the hopes, and the ex-
citement that initially inspired them, so
many years ago. One senses, even on the
part of those who today most acutely per-
celve the problem and are inwardly most ex-
ercised about it, a certain discouragement,
resignation, perhaps even despair, when it
comes to the question of raising the subject
again. The danger is so obvious. 86 much
has already been said. What is to be gained
by reiteration? What good would it now do?

Look at the record. Over all these years
the competition in the development of nu-
clear weaponry has proceeded , re-
lentlessly, without the faintest regard for

all these warning voices. We have gone on

piling weapon upon weapon, missile upon
missile, new levels of destructiveness
old ones. We have done this helplessly,
almost involuntarily: like the victims of

dream, like lemmings heading for the sea,
like the children of Hamlin marching blind-
ly along behind their Pled Piper. And the
. result is that today we have achieved, we

and the Russians together, in the creation
of these devices and their means of delivery,
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levels of redundancy of such grotesque di-
mensions as to defy rational understanding.

1 say redundancy. I know of no better way
tbdescﬂbelt.nutlctullly the word is too
mild. It implies that thére could be levels of
these weapons that would not be redundant.
Personally, I doubt that there could. I ques-
tion whether these devices are really weap-
ons at all. A true weapon is at best some-
thing with which you endeavor to affect the
behavior of another society by influencing
the minds, the calculations, the intentions,
of the men that control it; it is not some-
thing with which' you destroy indiscrimi-
nately the lives, the substance, the hopes,
the culture, the  civilization, of mother
people;

What a confession of intellectual poverty
it would be—what a bankruptcy of intelli-
gent statesmanship—if we had to admit that
such blinid, senseless: acts of destruction
weie the best uise we could make 6f what we
have come to- ﬂnumolad!ncelmnu
of our militéry. strength!

Tommlnd.thenudwbombhthemmt
useless weapon ever invented. It can
ployed to no rational purpose. It is no even
-an effective defense against ftself. It is only

something with which, in & moment of petu-

lance or panic, you commit sach fearful acts”
of destruttion

28 NO sane person would ever

which attributes to others—to others who,
like ourselves, were born of women, walk on

beings, in short—the most flendish and in-
human of tendencies.
But all right: mpﬁn(fwtheukeofu-

simply fantastically redundant to the pur-
pooelnquuuon.nthemremhe pro-
portions were to be something
well less than 20 percent those stocks
would surely suffice for the most sanguine
concepts of deterrence, whéther as between
the two nuclear superpowers or with rela-
tion to any of those other governments that
have been s0 ill-advised. as to enter upon the

! other and poised In a
sense against the whole Northern Hemi-
sphere, quantities of these weapons so
vutlyinexemotmyrﬁionﬂmddemon-
strable requirements. .

Mr. President, I hope Senators will
consider these words over the next few
weeks béfore we act on the nuclear
freeze resolutlon

s

'IMPROVEMENTS IN ZIMBABWE
Mr. PROXMIRE. Mr. President, the

recent events in Zimbabwe reinforce

my conclusion that the United States
must ratify the Genocide Convention.

‘The world was shocked to hear reports
upon’ of many incidents of torture and

human destruction inflicted by. the
Zimbabwean Army. The situation was
clouded by the inability of outside ob-
servers to determine the magnitude of
the problem and specifically which
groups of people were involved. Al-
though the violence now appears to be
waning, we must not overlook the im-
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portant lessons this incident has
taught.

For several weeks, the world’s atten-
tion turmed toward Zimbabwe. The
government was trying to control dissi-
dents in a. large, sparsely populated
region of the country. use of poor
transportation and. communication,
the outside world found it difficult to
determine exactly what was occurring.
Numerous stories. began to disclose
that large number's of innocent people
were being killed, raped, or beaten.
Soon, reports’from rural missions,

- sehools, and hospitals indicated that

more than one thousand civilians had
been” ‘Recent reports now indi-
cate that this onslatght has substan-

tially :
Mr, mnt. many nations anx-

iously followed the ‘developments in
Zimbabwe. These rnations. were oon-
ocerned: about the possibility of large-
scale human rights violations. They
were algo concerned with the possibil-
ity. of a rapid escalation of violence
based on tribal rivalries, It is entirely
possible that the public attention fo-
cused on Zimbabwe helped to abate
the violence. This ‘demonstrates, -once

called gagain, that a worldwide consensus is

developing which muakes even the pos-
sibility of genocide & source of interna-
tional concern. ,

The GQGenocide Convention has
shown that over nations have

agreed to work together to add some
legal teeth to this nsus. Unfortu-
nately, the Unneq States has not yet
shown its commitiviot: to jo‘n thh ln'
ternational effort. A leading advo-
cate of human rights, faflure to ratify
this treaty is ukeb weaken our
status and influenéee hout the

world. The Genocide Convention is in
the best interest of’ :u nations of the
world, including the 'United States.
Therefore, I urge the Senate to quick-
ly ratify this treaty.

Mr. President, I suggest the absence
of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The acting assistant legislative clerk
proceeded to call the roll.

Mr. BAKER. Mr. President, I ask
ous consent that the order for

. BAKER. Mr. President, I am
1d that the distinguished manager of
bill, the chairman of the Finance
ttee, has Just arrived on the
d I yield the floor.

' SOCIAL SECURITY ACT
AMENDMENTS OF 1983

The PRESIDING OFFICER. The
Senate will resume consideration of
the pending business, which the clerk
will report.

The assistant legislative clerk read
as follows:

A bill (H.R. 1900) to assure the solvency of
the social security trust funds, to reform the
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medicare reimbursement of hospitals, to
extend the Federal supplemental compensa-
tion program, and for other purposes.

The Senate resumed consideration
of the bill.

Mr. DOLE. Mr. President, as I un-
derstand it, the distinguished Senator
from Idaho is prepared to offer an
amendment. I am pleased to yield the
floor for that purpose.

Mr. SYMMS. 1 thank the distin-
guished chairman of the Finance Com-
mittee. .
’ AMENDMENT NO. 525
(Purpose: To provide that no social security

cost-of-living adjustments be made in 1883

and 1984) '

_ Mr. SYMMS. Mr. President, a parlia-
mentary inquiry. I believe the amend-
ment is pending; is that not correct?

The PRESIDING OFFICER. The
Senator is correct.

Mr. SYMMS. Have the yeas and
nays been ordered? . '

The PRESIDING OFFICER. No;

they have not. .

Mr. SYMMS. Mr. President, I ask
for the yeas and nays on my amend-
ment. S

The PRESIDING OFFICER. Is
there a sufficient. second? There ap-
pears to be a sufficient second.:

The yeas and nays were ordered. .

Mr. SYMMS. Mr. President, I bring
up this amendment that is pending at
the desk which would in effect freeze
the social security COLA that is sched-
uled in the bill for the upcoming year.
It would not tamper with the COLA’s
for those people who are in the need-
fest of positions—the SSI benefici-
aries, The need-iest in our society
would be held harmless by this. amend-

ment. |, .

I am not going to belabor the point
this morning, Mr. dent, because
yesterday during the on of my
amendment to move the effective date
of COLA stabilizer I spoke at great
length on the issue of the cost-of-
living adjustment. v .

Nevertheless, I want to make a few
points about this amendment. I think
that the principal underlying reason
for Members to support this amend-
ment is one of fairness and equity. .

One of the great founders of this
country, Thomas Jefferson, spent his
political career making suré that ev-
eryone understood that when we did
pass laws that we tried to treat every-
bodybl in our society fairly and equita-

y. '

Like Thomas Jefferson, I believe our
primary responsibility is to insure that
whatever legislation we pass is fair. If
we are going to request one group of
individuals to take a larger reduction
or have to wait longer to receive a
cost-of-iiving. increase in their salaries
or retirement income, then we should
ask everyone to do so.

As I mentioned, in the fiscal year
1984 budget the President has request-
ed that the COLA increases for civil-
ian and military wages and retirement
benefits be frozen this year. Last year
the civilian and military workers and
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retirees received a lower cost-of-living
adjustment than those receiving social
security benefits. And the year before °
that we told the eivil service and mili-
tary retirees that they had to walt 6
more months for their COLA adjust-
ments. Now we are in the process of
requesting that everyone else except
social security recipients take a 1-year
delay in the COLA adjustment.

Mr. President, this is simply unfair.'
This amendment would simply make
an attempt to equalize the reductions

in the increases—it is not going to po

reduce anybody’s check, it is just going
to change when the increases come—
and we have asked of these good
people to take what other people in
our society are taking. Besides making
this legislation more equitable, the
amendment would help stabilize the
OASDI trust fund. ’

I have found that Americans are
willing to make sacrifices if they know
that everyone else is making the same
sacrifice. We cannot continue this
process of favoring senior citizens re-
celving social security benefits over
and above every other group that is
either getting & Government paycheck
or some kind of a Government pension
check. .

I urge my colleagues to support the
amendment. It is an amendment
which strikes right at the issue of
equity.

I would like to share with my col-
leagues a comment that was made to
me by the Sensator from
Wyoniing, Senator Sturson, chairman
of the Veterans Affair Committee. He
told me last year that every veterans
group, including the Disabled Ameri-
can Veterans, said they were willing to
take reductions in:the future COLA
increases if it was fair and equitable
across the board, and applied to every-
one. L -

" The Commission, the Congress, and
the administration have decided to ask
for those reductions. We have not
given the same increases to. civil serv-
ice retirees or to milithry retirees that
we have given to the social security re-

This amendment would save the
OASDI trust fund about $50 billion to
$60  billion. I think if all - Senators
would vote for this amendment, then
they could support the Armstrong
amendment which will' be offered
later. Then we might actually have a
social security package that we could
pass without massively increasing the
payroll taxes-that will be required of
us if we take this package as recom-
mended by the Commission. :

1 yield back to the chairman of the
committee. I am prepared to go for the
yeas and nays.

Mr. DOLE. Have
been ordered?

The PRESIDING OFFICER. Yes.

Mr. DOLE. Mr. President, I will take
just a minute. Mr. President, I do not
quarrel with the intent or purpose of
the amendment. Again, we have craft-
ed this compromise which may not be

the yeas and nays
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perfect, and obviously is not perfect,
but I believe this amendment would go
beyond the bounds of the agreement.
Thereforé, I hope the amendment will
not be accepted.

There is no doubt about it that the
Senator from Idaho has adopted a
very constructive approach and it
would have the result he has.indicat-
ed. But as I look at it in the totality of
everything we have oonsidered in the
Commission and the committee, it is
not an amendment that I could sup-

rt.
The PRESIDING OFFICER. The
Senator from New York.

Mr. MOYNTHAN. Mr. President, the
present legisiation, the bill before us,
is not difficult to assémble in all its
parts. The distinguished chalrman has
said that it is the wéakness of the indi-
vidual parts that comprises the
strength of the whole. I feel strongly
that this amendmengt, while perfectly
well-intentioned aind certainly moder-

Therefore, I would urge my

sorry they are not ,
amendment. ‘ .
I would Hke to say one other thing
and then we can go to the vote. ‘
The Senator from New York alluded
to the fact that it iz & well-intended

in its approach ff one examines the
substance of the amendment. Howev-
er, due to the ‘of the support
for the Commission's proposal, there
is opposition to the amendment.

I would make one last appeal to my
colleagues.

I know that some of the members on
the Commission feel bound to stay
with what the Commission has pro-
posed. Being a politician, I understand
that and appreciate it. I certainly re-
spect the Senator from New York and
the Senator from Kansas for their po-
gition. But I would just say that we are
trying very hard, whether we be Re-
publicans or Democrats, to see this
economy of ours start making a come-
back. One of the reasons that we have
had such a difficult time in having an
economic recovery that will be sus-
tained and lasting are the high inter-
est rates. If any Senators have been
noticing, the short-term rates have
been creeping up alightly and long-
term capital is almost nonexistent.

If the Congress, in its wisdom, could
make a decision to adjust the rate of
increases’ of the benefit programs
across the board in the Federal Gov-
ernment, actually pass it and put it
into law, I think we would find a re-
sponse with respect to the long-term
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interest rates that would serve all of
our constituencies very well. Capital-
ism cannot survive without long-term
capital markets. Long-term capital
markets are not going to be revitalized
until the Congress controls our public
pension programs. Long-term capital
rates are necessary 8o that the young
married couples can afford to buy
homes, and so that the industrial com-
panies can expand plants and equip-
ment and modernize. A robust recov-
ery will not occur until long-term capi-
tal markets are restored and capital is
available to borrow over the long term
and at a reasonable rate of interest.

This amendment and the amend-
ments I offered yesterday will, in the
long run, be beneficial to all Ameri-
cans including the senior citizen com-
munity. Economic revival will make
life easier for all Americans, for all
families, and for all the people who
are receiving social security benefits,
who also have children and grandchil-
dren.

We all have a vested interest in
trying to see this thing put together
the best way possible. This Senator re-
duced the goals he had in his amend-
ment by 1 year, hoping that more Sen-
ators would recognize the moderation
that is in this amendment and recog-
nize that by this amendment being
added to this bill, we will send a signal
to the investors and borrowers in this
country to start doing business over
the long-term. 1f we can get long term
capital markets restored, we will see &
revitalization of the steel industry, the
automobile industry, the homebuild-
ing industry, and many other indus-
tries, which I think is what we want to
have happen in this country.

I urge my colleagues to support this
amendment. Even if we have to give
up part of it in the conference it will
be a step in the right direction, no
matter how small. ‘

The PRESIDING OFFICER. Is
there further debate? If not, the ques-
tion is on agreeing to the amendment
of the Senator from Idaho. The yeas
and nays have been ordered and the
clerk will call the roll.

The legislative clerk called the roll.

Mr. STEVENS. I announce that the
Senator from Indiana (Mr. QUAYLE) is
necessarily absent.

I also announce that the Senator
from Maryland (Mr. MATHIAS) is
absent due to an {llness in the family.

Mr. BYRD. I announce that the
Senator from Arkansas (Mr. Buwme-
ERS), the Senator from California (Mr.
CRANSTON), the Senator from Colorado
(Mr. HArRT) and the Senator from
South Carolina (Mr. HOLLINGS) are
necessarily absent.

I further announce thsat the Senator
from Delaware (Mr. BIpEN) is absent
because of illness in the family.

The PRESIDING OFFICER (Mr.
PRESSLER). Are there any other Sena-
tors in the Chamber wishing to vote?

The result was announced—yeas 13,
nays 80, as follows:
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[Rollcall Vote No. 32 Leg.]

YEAS—13
Armstrong Helms Nickles
Baker Humphrey Symms
East Laxalt Wallop
Goldwater Mattingly
Hatch McClure
NAYS—80
Abdnor Glenn Nunn
Andrews Gorton Packwood
Baucus Grassley Pell
Bentsen Hatfield Percy
Bingaman Hawking Pressler
Boren Hecht Proxmire
Boschwitz Heflin Pryor
Bradley Heinz . Randolph
Burdick Huddleston Riegle
Byrd Inouye Roth
Chafee Jackson Rudman
Chiles Jepsen Sarbanes
Cochran Johnston Sasser
Cohen Kassebaum Simpson
D’Amato Kasten Specter
Danforth Kennedy Stafford
DeConcini Lautenberg Stennis
Denton Leahy Stevens
Dixon Levin Thurmond
Dodd Long Tower
Dole Lugar Trible
Domenici Tsongas
Durenberger Melcher Warner
Eagleton Metzenbaum Weicker
Exon Mitchell Wilson
Ford Moynihan
Garn Murkowski
NOT VOTING—-17
Biden Hart Quayle !
Bumpers Hollings
Cranston Mathiag .
So Mr. Symus’ amendment (UP No.
525) was rejected.

Mr. DOLE. Mr. President, I move to
reconsider the vote by which the
amendment was rejeeted.

Mr. MOYNIHAN. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.-

The PRESIDING OFFICER. The
Senator from Washington. . .

Mr. GORTON. Mr. President, I ask
unanimous consent that the Bradley
amendment to set aside in order that I
may call up an amendment.

The PRESIDING OFFICER. With-
out objection, it is 50 ordered.

UP AMENDMENT NO. §5

Mr. GORTON. Mr. President, I send
an amendment to the desk and ask for
its consideration.

The PRESIDING OFFICER. The
amendment will be stated.

The bill clerk read as follows:

The Senator from Washington (Mr.
Gorton), for himself and Mr. Jackson, Mr.
Symms, Mr. MeClure, Mr. Baucus, Mr.
Melcher, Mr. Stevens and Mr. Murkowski,
proposes an unprinted amendment num-
bered 85.

Mr. GORTON. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:

At the appropriate place insert:

Skc. . Professors of Clinical Medicine—
Section 3121 (s) (relating to concurrent em-
ployment by two or more employers) is
amended to read as follows:

(8) Concurrent Employment by Two or
More Employers

(1) IN cEweErRAL.—For purposes of sections
3102, 3111, and 3121(aX1), if two or more re-
lated corporations concurrently employ the
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same individual and compensate such indi-
vidual through a common paymaster which
is one of such corporations, each such cor-
poration shall be considered to have paid as
remuneration to such individual only the
amounts actually disbursed by it to such in-

- dividual and shall not be considered to have

paid as remuneration to such individual
amounts actually disbursed to such individ-
ual by another of such corporations.

(2) UNIVERSITIES AND EXEMPT ORGANIZA-
TIONS.—For purposes of this subsection,

(A) the following entities shall be deemed
to be related corporations:

(i) a state university which employs
health care professionals as faculty mem-
bers at a medical school which is the offi-
cially designated medical school for more
than one state.

(il) a faculty practice plan qualified as an
exempt organization under section 501(cX3)
which employs faculty members of such
medical school; and

(B) remuneration which

(1) is disbursed by such faculty practice
plan to an individual employee by both such
entities and

(il) when added to remuneration actually
disbursed (prior to the application of this
paragraph) by such university, exceeds this
contribution and benefit base (as deter-
mined under section 230 of the Social Secu-
rity Act).
shall be deemed to have been actually dis-
bursed by such university as a common pay-
master and not to have been actually dis-
bursed by such faculty practice plan.

Mr. DOLE. Mr. President, may we
have order?

The PRESIDING OFFICER. The
Senate will be in order.

Mr. GORTON. Mr. President, this
amendment is necessary to avoid
having the regionalized medical school
for the States of Washington, Alaska,
Idaho, and Montana pay approximate-
ly $500,000 annually in unreimburs-
able FICA taxes. The reason for this
amendment stems from the unavaila-
bility of the so-called common paymas-
ter doctrine to the unique circum-
stances at the regionalized school—the
University of Washington School of
Medicine. Professors of clinical medi-
cine receive two paychecks—one from
the university, and one from the medi-
cal school practice plan—a 501(e)X3)
organization. Both organizations
would have to pay FICA taxes under
the provisions of S. 1. Because this
school uniquely functions as the State
medical school for four States, with di-
verse Federal research funding and ap-
propriations from four separate
States, the doctrine of related corpora-
tions using a common paymaster is not
available to avoid the double taxation
of the unreimbursable employer FICA
contribution.

In addition, Mr. President, a similar
situation exists at the University of
Colorado to that which affects us, and
this would also care for concerns of
the Senators from Colorado.

Mr. SYMMS. Mr. President, will the
Senator yield?

Mr. GORTON. 1 yleld

Mr. SYMMS. I thank the distin-
guished Senator from Washington for .
offering this amendment.
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Mr. President, I support the amend-
ment being offered by my colleague
from the State of Washington.

The States of Alaska, Idaho, Mon-
tana, and Washington have organized
the first and only regional medical
school in the country. This regional
medical school uniquely functions as &
State medical school for four States,
with diverse Federal research funding
and appropriations from the four par-
ticipating States.

The technical amendment being of-
fered by Senator GoRTON i8 necessary
in order to avoid having that regional-
ized medical school pay approximately
one-half million dollars more in unre-
imbursable FICA taxes.

The reason this amendment is neces-
sary is because the doctrine or related
corporations using & common paymas-
ter is not available to them because
the professors of clinical medicine re-
celve two paychecks—one from the
university and one from the medical
school practice plan—a tax-exempt
(501(cX3)) organization. Since fax-
exempt organizations are going to
have to participate in the social secu-
rity . program, both the university and
the medical school practice plan would
have to pay FICA taxes as if they were
two separaté employers.

I urge my colleagues to approve this
amendment.

Mr. JACKSON. Mr. President, I
want to associate myself with the re-
marks of my colleague from Washing-
ton. This is a double taxation matter,

strongly support the amendment. -

Mr. DOLE. Mr. President, the Sena-
tor from Kansas has looked at the
amendment, and it also has been ana-
lyzed by the distinguished Senator
from Louisiana (Mr. Long). We are
prepared to accept the amendment,
and I think I can speak for both sides.

The PRESIDING OFFICER. The
quee:lon is on agreeing to the amend-
ment.

The amendment (UP No. 85) wu

agreed to.
* Mr, JACKSON. Mr. President, I
move to reconsider the vote by which
the amendment was agreed to.

Mr. GORTON. 1 move to la.y that
motion on the table.

The motion to lay on the table was

Mr, DOLE Mr. President, I ask
unanimous consent the amendment of
the distinguished Senator from New
Jersey (Mr. BRApLEY) be temporarily
laid aside.

The PRESIDING OFFICER. With-

out objection, it is so ordered.
UP AMENDMENT NO. 86
(Purpose: To provide that hospitals located
in an SMSA in 1979 must be classified as
urban under the prospective reimburse-
ment system)
Mr. CHAFEE., Mt. President, I send
to the desk an unprinted amendment.
The PRESIDING OFFICER. The
amendment will be stated.
The bill clerk read as follows:
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The Senator from Rhode Island (Mr.
CHAPFEEX) propooes an unprinted mendment

numbered 86.

CHAFEE. Mr. President, I ask
unanlmom eoment that reu!lnz of the
amendment be dispensed wi

The PRESIDING omcma With-
out objection, it is so ordered.

The amendment is as follows:

At the end of section 801 add the follow-

“(c) In determining whether a hospital is
in an urban or rural area for purposes of
section 1886(d) of the Social Security Act,
the Secretary shall classify any hospital, lo-
cated in New England as being located in an
urban area if such hospital was classified as
being located in an urban area under the
Standard Metropolitan Statistical Area
lystemotclaﬂnutlon!neﬂeotmlﬂﬁ”

CHAFEE. Mr. President, the
amendment I am offering today is &
very simple one which would resolve a
problem that has existed for the put
few years with the classification of
Newport Hospital in Rhode Island and
other New England hospitals.

-The Health Care Financing Adminis-
tration recently reclassified the New-

pital, myself, Senator PziL and the
Administrator of HCFA, the problem
was resolved, we thought permanent-
ly, when HCFA conceded and classi-
fied the hospital as urban as it had

evel and that the Sepator from
would be willing to accept it as
e bill. I sincerely hope he

Mr. President. I ask unanimous con-
sent that the name of my colleague
from Rhode Island, Senator PrLi, be
adde: a8 & cosponsor of the amend-
men

The PRESIDING OFFICER. With-
out objection, lt is s0 ordered.

Mr. PELL. Mr. President, today, I
join with Senat.or Cuarez in introduc-
ing this amendment which clarifies
the Health Care Financing Adminis-
tration’s urban/rural classification
scheme as it applies to Rhode Island
and Newport Hospital.

In my view, the designation of New-
portnapimusmralhospimwua
mistake considering the geographical
reality of Rhode Island where New-
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port is, in fact, a metropolitan center.
I was happy to have played a part in
reversing this repeated error. I think,
however, it is timé we make certain
that the error is not repeated again.

. Newport Hospital's costs are at least
comparable to those of other Rhode
Island hospitals—all of which are clas-
sified as urban. 1 believe that a rural
classification is an injustice which un-
fairly incorrectly penalizes New-
ospital and its patients. I join
with Senator Cmarxx in urging the
Senate to accept our amendment.

Mr. DOLE. Mr. President, the distin-
guished Senator from Rhode Island,
Mr. CHAFEE, hais brought to my atten-
tion a problem faced by a hospital lo-
cated in his State, a problem I believe
may also be faced by gther hospitals
located in the N

. The problem that has arisen, is one

rate rates for urban and rural hospi-
tals, these hospitals may be put at an

unfair disadvantage. I believe the
amendment offered by Senator
CHAVFEE offers a reasonable solution to
this problem, and I urge its adoption.

Mr. LONG. Mr. President, I have no
objection to the amendment.

. The PRESIDING OFFICER. Is
there further debate? If not, the ques-
tion is on agreeing to the amendment.

The amendment (UP No. 86) was
agreed to.

Mr. DOLE. Mr. President, I move to
reconsider the vote by which the
amendment was agreed to.

Mr. CHAFEE. 1 move to lay that
motion on the table.

Themotiontaoll.yonthetshlewu
agreed to.

Mr. SYMMS. Mr. President, 1 ask
unanimous consent that the amend-
ment of the Senator from New Jersey
be temporarily set aside.

The PRESIDING OFFICER. With-
out objection, it is s0 ordered.

‘Mr. SYMMS. Mr. President, it was
my intention at this time that I was
going to offer an amendment which
would establish a social security
option account.

While the bill we are considering
today does provide a long-term solu-
tion to the solvency problems con-
fronting the social security system,
the proposal I was planning to offer,
would have provided a more secure
and flexible retirement program for
many working Americans, while at the
same time provide tax relief, stimulate
individual savings, promote capital for-
mation and strengthen the long-term
future of the social security system.

I wish to outline this briefly and
have my remarks in the Recorn. The
chairman of the Finance Committee
has agreed to accept a study on the
question so this might be considered
by the Congress at a later date.
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Under the social security option ae-
count, individuals paying social secu-
rity taxes could choose an alternative
means of providing for their retire-
ment. They would continue to pay
social security taxes but would forfeit
future social security benefits in
return for a current income tax deduec-
tion.

The concept would work as follows:

First, individuals who pay social se-
curity taxes could establish a special
retirement account and then deduct
annual contributions from their tax-
able income. The account would be
similar to the current IRA’s and
Keogh'’s. . '

Second, tax deductions would be lim-
ited to 20 percent of the amount of
income subject to social security taxes.
Thus, the maximum individual dedue-
tion would be about $7,000-plus today.

Third, in return, individuals with
SSOA’s would forfeit one-half percent
of their social security retirement
benefits for each $1,000 contributed to
the account. For a person who contrib-
uted the maximum amount to an
SSOA in any year, the maximum
annual rate of forfeiture would be 3%
percent plus. At this forfeiture rate,
an SSOA would become attractive to
working Americans in a broad range of
age and income categories.

Fourth, upon retirement, individuals
with SSOA’s could receive benefits
from their accounts, along with re-
duced soctal security benefits; if an in-
dividual had Invested enough in an
SSOA, he or she would forfeit all
social security benefits.

Private industry analysis of this pro-
posal shows that by the year 2005, the
SSOA could reduce social security out-
flows by $10 billion to $25 billion an-
nually in 1981 dollars, providing
needed relief prior to the time when
the system will face its most severe fi-
nancial crisis, :

In addition tp relleving financial
pressure on social security, the SSOA
would stimulate long-term capital for-
mation to finance economic growth.
Again, private Industry analysis indi-
cates that within 10 years, the SSOA
program would generate a capital pool
of $40 billion to $100 billion, in 1981
dollars. A significant percentage would
be new capital, rather than dollars
shifted from one form of savings to
another. The SSOA would create a
new long-term capital source that
would be stabiHzing in today’s econo-
my.

When the SSOA was compared with -

other savings incentives including the
expansion of current IRA’s, both con-
cepts would stimulate savings and cap-
ital formation but the SSOA has the
added advantage of benefiting the
social security system. After retire-
ment, each dollar lost to the Treasury
through SSOA tax deductions would
be more than offset by a $2.50 savings
in social security benefit payments.
Over the long term, establishment of
SSOA’s would produce substantially
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greater public benefits than the
simple expansion of IRA’s or Keogh's.

The SSOA has other advantages as
well. Retirement income would be de-
termined by a prearranged personal
savings plan, not political decisions as
is the case with the social security
system. The contributor would influ-
ence the Investment decisions. SSOA’s
thus offer a degree of -personal con-

trol, predictability, and individual re- .

sponsibility not possible with social se-
curity.

In addition, SSOA’s would fill in
some the present gaps in our Nation’s
retirement policy. Presently few tax
incentives exist for individuals to gen-
erate funds for their own' retirement.
Many employers provide pensions for
their workers, but not all workers re-
celve pensions and changes in employ-
ment often curtail benefits. KEOGH
plans are available only to the self-em-
ployed individuals. IRA’s have fairly
low caps on contributions.

The SSOA’s would represent an im-
portant change in direction for Feder-
al programs. It would veer away from
ever-increasing Government entitle-
ments, with their uncontrollable de-
mands on the Federal budget. It would
help restore the long-term solvency of
the soclal security system and return
to its original purpose of providing re-
tirement floor. Individuals will gain
more responsibility for their own re-
tirement planning. Moreover, SSOA’s
would link tax relef to spending re-
ductions and further solidify this
direct relationship as a cornerstone for
futdre fiscal policy.

The SSOA plan {8 not the total
answer to the problems confronting
the social security system and the
economy, but it makes a major contri-
bution toward a secure retirement for
all Americans.

For the most part, Americans h.ave
treated the problem of security in re-
tirement as a distinct issue from the
overall health of the Nation’s econo-
my. Policymakers have addressed the
crises presented by the long-term well-
being of the social security program,
the gaps in the Nation’s retirement
programs, the excessive tax burden,
and the lack of adequate capital in-
vestment as separate matters. But, as
the National Commission on Social Se-
curity has recently determined, our
Nation’s retirement programs will be
healthy only if the American economy
as a whole is healthy. And, I would
venture to say that the capability of
this economy to recover lies in our
ability to solve the unfunded liability
problems facing our public pension
systems. Too often, for example, past
attempts to solve problems facing the
social security system have adversely
affected private retirement planning
‘or economic productivity. Therefore,
the challenge is find solutions that
achieve diverse public goals.

The foremost goal of the Nation's
retirement policy should be to provide
an economic climate in which al
Americans can plan for income secu-
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rity in their postemployment years.
Yet within this broad goal, the specific
features of individual choice, long-
range planning, flexibility, and innova-
tion should be encouraged. Opportuni-
ties should be provided in both public
and private programs to encourage the
widest range of choice and greatest
amount of security. Finally, as San-
ford Ross recently pointed out, the
entire system of retirement plans—
social security, private pensions, and
individual savings—must be rationa-
lized so they work together.

Social security is an essential foun-
dation for the Nation's retirement
system. Long-term planning for the
social security system must address
the long-range funding problems and
the actuarial deficit that presently af-
flict the system. A second goal should
be to prevent any increase in the social
security tax burden, which, for more
than half of all American families,
now exceeds their income taxes.
Third, efforts should be made to miti-
gate the effect of present demographic
trends on the fiscal integrity of the
trust .fund, perhaps by encouraging
people to rely less on the system in
meeting their retirement needs.
Fourth, Government actions should
reinforce people’s confidence that the
social security system is strong and
will provide a minimal floor of benefits
for their retirement. At the same time,
however, the public should understand
that social security is not a compre-
hensive retirement program and that
it must be supplemented by individual
retirement planning and saving.

Most importantly, security in retire-
ment requires policies that retard in-
flation, stimulate productivity, create
Jobs, and foster growth. Because a sig-
nificant portion of the Nation’s GNP
is dedicated to retirement programs,
these resources should be used, where
possible, to stimulate rather than
retard economic productivity. Private
retirement programs are, and should
be, a major source of savings and capi-
tal formation. Moreover, because high
taxes retard economic growth and
thus indirectly burden retirement pro-
grams, tax relief is an essential ele-
ment of comprehensive Federal retire-
ment policy. Furthermore, to the
extent possible, retirement policy
should contribute to full employment,
high wages, and new jobs, because
these factors will widen the economic
base upon which retirement programs
must rest.

The social security option account
contributes to these public policy
goals. It allows individuals who pay
social security taxes to chose an alter-
native means of providing for their re-
tirement. They may establish a fund
to pay their future retirement benefits
by deducting from their Federal
income tax their annual contributions
to this fund. Deductions would be lim-
ited to 20 percent of their social secu-
rity wages—that is, the amount of
income subject to social security taxes.
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In return, individuals who establish
SSOA'’s forfeit a portion of their social

security retirement benefits. They

continue to pay social security taxes,
but, in effect, trade future social secu-
rity benefits for a present income tax
deduction. The amount deducted must
be paid into an 8SOA, a tax-free, pri-
vately administered account similar to
an individual retirement account. or
Keogh plan, from which an individual
may draw funds when he or she re-
tires. Thus, an 88OA does not dimin-
ish revenues from flowing. into the
social security old-age and survivors
trust fund, but enables people to rely
on private pension sources instead of
social security payments in their re-
tirement. By reducing future outlays
from the trust fund, it strengthens the
social security system. By linking
public and private roles in retirement
planning, it creates an opportunity for
individual retirement planning based
on specific contributions that is-availa-
ble to the vast majority of worklac
men and women, encouraging them to
save and channeling their savings into
investment into the Nat!on’s eeonomlc

base,

The problems facing our Natiovn’s re-
tirement system' are closely intercon-
nected.. Low productivity, inflation,
and high taxes make it difficult for in-
dividuals to save for retirement and di-
minish the value, of their savings. Be-
- cause social security benefits levels
have risen substantially and are ia-
dexed to the Consamer Price Index
many people have little incentiveé $o
save for their retirement. A lack of
savings, in turn, Inczeases thefr reli-
ance on soclal security. To meet im-
creasing expectations from soecial secu-
rity, benefits and taxes are raised fur-
ther—as is being done in the iuhb-
tion before us today—thereby disoour

viduals have the flexibility plan
thefr retirement efficiently, the !ncu:-
tive to save for their future, and the
opportunity to invest in the Natiow’'s

future. Dealing with broader goals will
lead to integrated soltions that ad-
dress the myriad problems confronting
Americans in retirement. The legisla-
tion before us does not take an inte-

is exactly why I believe my amend-
ment will greatly enhance the package
we are-censidering

The 88SO0A plan will stimulate the
development of a large pool of new
capital. Retirement funds bave been

proach.’
- important vehicle .

ophies. 1t is also possibie to-
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an increasingly important source of in-
vestment.income. The assets of private
pensions, for example, bhave grown
from $52 billion in: 1960 to0.over $330
bnmmmmmmmnw

-gramy; in- comtrass,- builks no
. stock because of its pay-as-you-go ap-

The: SS80A: weuld provide an
te reverse that
trend.

This new capital would be available

for creating new jobe, improving laber
productivity, and increasing wages,
which, in turn, would produce addi-
tional social security revenues. In addi-
tion, reducing the demand for trust
fund@ expenditures and expa.ndlng
social security revenues also
reduce the pressure to increase aochl
security taxes, w may diminsh
savings and capital formation.

I urge all of my “colleagues to sup-
port this ‘measure, It is s proposal
which will not only help the social se-
curity trust fund, but. future retirees
and the Nation’s economy:

" PORPRITUREBATE =

In order to determine the actuarial
effects of the SSOA plan, it 1s neces-
sary to.evaluate howthertteoftor
feiture of ' social benetits
woulg_ affect the decision to establish

The: mlcnla.tion of a forfeiture rate

cbion'wselecthSOAuanalterm
tive to sotisl securty. Among these
factors are a worker's age, tax bracket,
anticipated growth In wage levels, in-
terest rates, et cetera. Onoe ‘thiese fac-
tors are established, it is possible to
show how a given rate of forfeiture
will affect tive retirement phinning de-

cistons of individusis-of Sifferent ages,

income--levels, and ‘investment philos-
eStimate

, rates, sssuming
levels and interest rates grow at ap-

proximately the same rate. A rate of
forfeiture of 0.5 percent per'$1,000'was
selected because it makes an S8S80OA at-
tractive to the largest number of
people at varied inocome and age levels
without  an ‘unreasomsble loss to the
Treasury in genersl revenues. -

At the 0.5 percent rate, workers a.ged
30 in the 30-peroent marginal tax
bracket would earn a better “return”
on an SSOA than from social security
benefits. Older workers would require

higher incomes to heawe the incentive .

to select an 8SOA. Workers aged 40 in
the 40:percent marginal bracket or
aged 50 in the 8S0-percent bracket
would earn a better returm on sn
ssoﬂu A than from social security bene-

In reality, each individual's retire-
ment planning would involve varying
assumptions sbout wage growth and
interest rates. Different assumptions
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would substantially alter these conclu-
sions. Thus, while workers age 40 in
the 60-percent tax bracket would find
SSOA's attractive, they would not do
well if the prevailing interest rate fell
below 7 percent, or the wage growth
rate increased beyond 10 percent.

Higher interest rates would mean
greater accumulated earnings in the
SSOA account and thus higher 8S0A
benefit levels. Higher wages, however,
would mean that the individudl would
qualify for relatively higher social se-
curity benefits which are indexed to
increases in wage lévels. If the workers
marginal tax rate after retirement re-
malined at 50 percent, they would also
find S880A’'s less attractive. The effect
of these variables wpon individuals
would depend on their p.rticular situ-
ations. -

Moreover, the individuals assump-
tions abhout the economy would also
affect this determibation. Concern
about a poor or risky investment cli-
mate could lead to little or no invest-

in 880A’s. On tha other hand, if
people believed that the social security

Bitare benetits. the BSOA would be at
future benefits, the A would be at-
tractive regardless of tax bracket or
wage level.

Studies have indicated that a 0.5-
percent forfeiture ¥ate would serve the

public geals of savings
and stabilizing -the security
system as well as the objectlves
of income security . retirement and
flexibility in retirement planaing. It
would appeal p! . 40 yeung, and
_middle-aged workers in. middle to high
tax brackets.

ly!eldtothewbedom

I have suggested to the Semator
from Idaho that if he would dbe willing
to replace or sabstitute for that
amendment an amendinent that weuld
direct the study by the mumne
ageney, that would B¢ very heiptul. 1
am not certain whethér he has had an
opportunity to do that.

UP AMENDMENT NO. 87
(Purpose: 'ro dlrect the 8ecretary of the

‘Treasury, his delegate, to conduct a

study on the feasidility of implementing

socisl security option accounts)

Mr. SYMMS. Mr. President, I send
to the desk an amendment for a study
by the appropriate agency and ask for
its immediate consideration.

The PRESIDING OFFICER. The
amendment will be stated.

The bill clerk read as follows:

The Senator from Idaho (Mr. 8Ymus) pro-

umbered

ggnesmunpﬂnudmtn
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Mr, SYMMS. Mr. President, I ask
unanimous consent that the reading of
the amendment be dispensed with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:

At the end of Title I, insert the following
new section:

(a) The Secretary of the Treasury, or his
delegate, should conduct a study of the fea-
sibility of implementing “Social' Security
Option Accounts.” Such accounts would
have the following characteristics:

1. Individuals who pay social security
taxes could establish a special retirement
account and then deduct annual contribu-
tions from their taxable income. The ac-
count would be similar to the current IRA’s
and KEOGH's.

2. Tax deductions would be limited to 20
percent of the amount of income suibject to
social security taxes. Thus, the maximum
individual deduction would be about $7,000

plus today.

3. In return, individuals with SSOA’s
would forfeit one-half percent of their social
security retirement benefits for each $1,000
contributed to the account. For a person
who contributed the maximum amount to
an S8SOA in any year, the maximum annual
rate of forfeiture would be 3% percent plus.
At this forfeiture rate, an SSOA become at-
tractive to working Americans in a broad
range of age and income categories.

4. Upon retirement, individuals with
SSOA'’s could receive benefits from their ac-
counts, along with reduced social security
benefits; if an individual had invested
enough in an 8SOA, he or she would forfeit
all social security benefits.

(b) The Secretary of the Treasury should
submit to the Congress a report on the re-
sults of the study conducted under section
(a) by June 30, 1084.

Mr. SYMMS. Mr. President, the
amendment simply states that Treas-
ury do a study on the concept of the
amendment that I originally intended
to offer and report back to the Fi-
nance Committee by June 30, 1985. It
would be 18 months.

I yield back my time.

Mr. DOLE. Mr. President, I thank
the distinguished Senator from Idaho.

The proposal to allow employees to
establish a special retirement account
similar to an IRA (with tax deductible
contributions) in place of a portion of
their social security benefits is an in-
teresting concept and is worth study.

It would undoubtely have the poten-
tial for increasing the private pool of
capital and encourage individuals to
take more responsibility for their own
retirement. .

Such a program could take some
pressure off the social security system
by encouraging those who can to save
for retirement rather than relying pri-
marily on social security.

However, this is a major change in
the role of social security and tax in-
centives to encourage retirement sav-
ings. It is appropriate to require a
thorough study of the proposal before
Congress is asked to enact it into law.

For instance, we need more informa-
tion on whether these accounts will be
attractive enough to gain wide accept-
ance as a partial substitute for social
security benefits, and we need to ana-
lyze the impact on general services.
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As Senator Symms outlined, his
original proposal would allow employ-
ees to establish a special retirement
account similar to an IRA.

I think this has a lot of potential
and a lot of merit, and I do believe
that this approach now taken will give
us an opportunity to take a look at it
because it is a major change in the
role of social security and tax incen-
tive to encourage retirement savings.
It is appropriate to require a thorough
study of the proposal before Congress
is asked to enact it into law.

I can assure the Senator from Idaho
that we will do what we can to make
certain that it is a study in the real
sense of the word and it can come back
to us within a year.

Mr. SYMMS. Within a year, a year
and a few months.

Mr. DOLE. So we might then have
full hearings and take another look at
t.

Mr. SYMMS. I thank the distin-
guished chairman and I thank the dis-
tinguished Senator for his indulgence
of the amendments that this Senator
has offered.

I note that although they have not
passed, I still think there is a great
deal of merit for study, and I think
that we will be back revisiting social
security within the next 2 or 3 years
and so most likely we will have the op-
portunity to offer a broader choice for
the American people and do some
things that would encourage more sav-
ings to help revitalize our needed capi-
tal market, and this would be one way
to do it.

It would not affect everyone, I must
admit, but it would be an option that
some people might take and they
would still be paying the social secu-
rity taxes but they would have the op-
portunity as I perceive that they
would help keep the contract or would
not hurt the system as far as the fidu-
ciary ability of the social security to
pay its way out of the contract that it
has with the American people but it
would give those people who were able
to do so an opportunity to have their
own retirement in exchange for social
security benefits.

I call for a vote.

The PRESIDING OFFICER. Is
there further debate? If not, the ques-
tion is on agreeing to the amendment
of the Senator from Idaho.

(Putting the question.)

The amendment (UP No. 87) was
agreed to.

Mr. DOLE. Mr. President, I move to
reconsider the vote by which the
amendment was agreed to.

Mr. SYMMS. Mr. President, I move
to lay that motion on the table.

The motion to lay on the table was
agreed to.

Mr. METZENBAUM. Mr. President,
I ask unanimous consent that the
pending amendment be laid aside so
that I may present an amendment.

The PRESIDING OFFICER. With-
out objection, it is so ordered.
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UP AMENDMENT NO. 88
(Purpose: Relating to interest on State
loans.)

Mr. METZENBAUM. Mr. President,
I send an amendment to the desk and
ask for its immediate consideration.

The PRESIDING OFFICER. The
amendment will be stated.

The bill clerk read as follows:

The Senator from Ohio (Mr. METZENBAUM)
proposes an unprinted amendment num-
bered 88.

Mr. METZENBAUM. Mr. President,
I ask unanimous consent that the
reading of the amendment be dis-
pensed with.

The PRESIDING OFFICER. With-
out objection, it is so ordered. ,

The amendment is as follows:

On page 235, lines 12 through 14, strike
out “Interest shall accrue on such deferred
interest in the same manner as under para-
graph (3XC).” and insert “No interest shall

‘accrue on such deferred interest.”.

On page 236, line 7, strike out “30” and
insert “25”.

On page 236, line 9, strike out “40” and
insert “35”.

On page 237, line 9, strike out 30 percent,
40 percent, 50 percent,” and insert ““25 per-
cent, 35 percent, 50 percent”.

On page 237, line 12, strike out the quota-
tion marks and the second period.

On page 237, between lines 12 and 13,
insert the following:

‘“(9) Any interest otherwise due from a

‘State during a calendar year after 1982 may

be deferred (and no interest shall accrue on
such deferred interest) for a grace period of
not to exceed 9 months if, for such calendar
year in which the interest was due, the
State had an average unemployment rate of
13.5 percent or greater.”.

On page 237, between lines 14 and 15,
insert the following:

(¢) Section 1202(bX3XCX1) of the Social
Security Act is amended by striking the
matter that follows clause (I1) and ingerting
“No interest shall accrue on such deferred
interest.”.

Mr. METZENBAUM. Mr. President,
this amendment has to do with the
solvency of the unemployment funds
in the States and the obligations of
the States to the Federal Government.

It is my understanding that the dis-
tinguished senior Senator from Illinois
has an interest in a part of this
amendment having to do with that
which might be called interest on in-
terest and by reason of that fact if the
manager of the bill feels it appropriate
that we lay this aside temporarily
without losing its position on the cal-
endar, I would have no objection to
doing so, provided that we can get
some understanding as to when the
Senator from Illinois would be joining
us.
Mr. DOLE. Mr. President, if the Sen-
ator will yield, I think in addition to
the two Senators from Illinois, we
have the distinguished senior Senator,
Senator PERcY, and Senator DIXoON——

Mr. METZENBAUM. That is cor-
rect.

Mr. DOLE (continuing). As well as
the two Senators from Michigan, and
the two Senators from the State of
Pennsylvania.
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Mr. METZENBAUM. 1 stand cor-
rected.

Mr. DOLE. The Senators from Ken-
tucky, Senator Forxp and Senator
HuppLesTON have amendments, 30 I
think it might be well if we notify
them that the amendment is pending
and give them an opportunity to come
to the Chamber. We can take It up
whenever they can be here. Senator
KENNEDY has a couple of amendments
as has Senator Nickres. By that time
perhaps they can be -here.

Mr. METZENBAUM. Does the Sena-
tor from Kansas expect to go right
through the noon hour?

Mr. DOLE. Yes

I would not expect a rallcall vate on
thls amendment,

UM. No. But I

wonder if I might suggest to those
who have an interest in it that they
could be in the Chamber at 12:30.
Does that sound all right? .

Mr. DOLE. Yes.

Mr. METZENBAUM. Under those
circumstances, Mr. President, I ask
unanimous oonsent that the pending

amendment be tempersrily set sside, limits,

that it retain ita place on the calendar,

with the understanding that on. or

about 12:30 p.m., depending on what is
pending at that time, that we return
to further oensideration of this

amendment.
The PRESIDING OFFIGER. Wit.h-
out abjection, it 13.80.ordered.
Mr, KENNEDY addressed the Chalr,
The PRESIDING OFFICER. The

Senator from Massachusetts.
TP AMENDMIENTY l(_&. 8.

ask for it immediate consideration.
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the wasteful, inefficlent method of
paying for health care—cost based,

retrospective payment.

For over a decade, I haye urged the
Congress to adopt - prospective pay-
ment s the only way to oontrol
health care costs. In the early 1970’s,
we began by assisting the development
of HMO's. HMO’s are the model of
prospective payment—and they have
meére than proven the value of this ap-
proach, to controlling health care
costs. In recent years, we have begun
to recognize the important contribu-
tion masde by State-based prospective
payment systems,

Now at 1ast, we are prepared to put
medicare on a prospective basis. T ap-
plaud the committee for an important
step in the right direction. But at the
same time, I must raise eertain impor-
tant reservations. I believe that we

ghould’ Immedhtély sdopt an “all
payers” approach to prospéctive pay-
ment. If payment is limit-

prospective
ed to medicare, mvuch of the benefit
wl!lbeloct.'rhexuson‘hahnple If all
programs are subject to prospective
hosptixls must éither reduce
their costs or suffer the ences.

theseumm,thehm"efreeto
the aifference from other

ers.
"Ths ecpst shifting under

medlenrewdnysomemestmted
that as much as $6 bilon in costs

The PRESIDING OFFICER. The health

clerk will report.
The bill clerk read as follows;
The Senator from Muuchmetu (Mr,
amend-

Mr. KENNEDY. Mr. President, I ask
unanimous consent that further read-
%h?f the amendment be dhpenaed

The PREB!DING OIFFI(ER With-
out objection, it is so

The amendment is as foﬂm :

- At the appropriate place, insert the fok

“By .nmnry 1, 1985, the Becretary of

Health and Human Services shall report te

the Congress concerning the feasibility and
desirability of applying a prospective pay-
ment methodology to payment m payers

to
payers, and the impact of such cost-shift-
ing on health insurance costs and premiums
borne by employers and employees.

The PRESIDING OFFICER. Is
there objection to setting aside the
amendment of the Senator from New
.;:rr:eay? Without objection, it is so or-

Mr. KENNEDY. Mr. President, today
marks an historic occasion in the evo-
lution of medicare. After 28 years, we
are finally going to move away from

cans—not for the Federa
ernment, It es primgrily on the
States to :

bmuauubsmute !hemvhhm

require
retarytodeterminetheextentofoost
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shifting, and its impact on private hos-
pital insurance premiumns as they are
paid by employers and workers. In this
way, we will be prepared with the in-
formation needed to make a responsi-
ble and speedy decision on expanding
the scope of the prospective method-
ology to private as well' as public
payers. )

Mr. President, I have long been a be-
lever in prospective budgeting. The

future—the increase in costs of health
care.
My concern is that as we put pros-

forts in rapidly addressing:

tant issue. I also applaud the hospitals
in this country for mot opposing our
efforts to bring some control to the es-
calation of health care costs and the
concurrent dramatic yearly increases
in the Federal Government's medicare
budget.

As a result of prospective payment
being applied to medicare, I am confi-
dent mechanisms within the market-
place of a competitive nature will de-
velop which will help to limit the rise
in overall health care costs. These
mechanisms will occur with only a
minimal amount of Government regu-
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lation and interference in the private
health care industry. Therefore I am
hopeful that in our consideration of
this issue today that we do not apply
it to all payors.

In reviewing the legislation, there
are several issues of special interest to
me and my constituents in Utah. I
would like to briefly address them.
One subject is capital costs. For the
present time, both the Senate and the
House bills provide that capital costs
for hospitals are not subject to this
new prospective payment system. The
Senate specifically excludes reim-
bursement for capital costs under this
program until after October 1, 1986.
The House bill, on the other hand,
asks that the administration study the
issue and submit recommendations to
Congress by December 31, 1983. The
House bill goes on to state that it will
be the intent of Congress to make a
distinction between capital costs in-
curred before and after March 1, 1983,
and to indicate that projects “initiat-
ed” before that date will somehow be
treated differently in the future.

While I strongly prefer the Senate
version, it is worth emphasizing that
at a minimum hospitals should not be
penalized for obligations legally in-
curred prior to enactment of this law.

An example in my own State should
suffice to show the problem. The larg-
est hospital in the State of Utah is in
the midst of a much-needed major
project. The State-granted certificate
of need approval to this hospital for
its major remodeling and construction
project in November of 1980. While
the construction and remodeling have
proceeded at pace, the project will not
be completed until sometime after the
first quarter of 1985. The hospital in-
curred these substantial financial com-
mitments with the expectation that
capital costs would be paid on a rea-
sonable cost basis.

There are several items in the
Senate bill that I support and hope
that they are retained in the final
measure adopted by the Senate and
the House.

First, I strongly support the Senate
version on regionalization of DRG
rates. I believe it is important to have
a national rural/urban split in order to
take into account the varying needs of
hospitals serving different popula-
tions. However, too great a division re-
gionally would only serve to reinforce
the inefficiencies of some larger urban
centers and at the same time not pro-
vide enough support to rural areas.

I also support the option for States
to have their own program of prospec-
tive payment. I do not believe that the
Congress should mandate a program
of prospective payment for all-payers,
which is really just the formerly con-
sidered and defeated Carter cost con-
tainment proposal. However, if a State
has a good cost control program in
place, then we should not place this
Federal program on top of it. Of
course, as made clear in the Senate
bill, such State programs should not
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be more costly to the Federal Govern-
ment.

Finally, I strongly support two other
provisions of the Senate’s version: The
development of a independent commis-
sion to insure the mechanisms of this
proposal; and a study to insure the
various components of reliability of
this prospective payment program.

I urge my colleagues to expeditious-
ly support this legislation which re-
flects the Federal Government’s desire
to become a prudent purchaser of
health care.

I would like to conclude by asking
my distinguished colleague, Mr. DoLE
to respond to one concern I have
about the viability of .one set of
DRG’s. the basis of DRG’s is a system
know as the MEDPAR files.

These files provide the Federal Gov-
ernment with historical medicare
charge data. And is the basis for deter-
mining the number of cases in the rel-
ative cost weighting of diagnozed re-
lated groups: 356 of the 467 DRG’s
had a good sampling of charges from
which to calculate a relative index.
But according to information provided
me by the administration, there is lim-
ited data on 111 of the 467 DRG’s. 1
believe this situation needs to be cor-
rected in order to insure the statistical
viability of the DRG’s used. As I un-
derstand, for various reasons, these
111 will be little used by medicare but
might be used by other payois. Since
these 111 weightings are not statisti-
cally sound, these classifications
should only be made available to other
payers with the specific addendum
that they are not statistically valid
and that further research should be
made prior to their use. Senate DoLE
would you agree with me that these
problems should be duly noted when
these DRG’s are published in the Fed-
eral Register and that it is consistent
with the legislation that this should
be done?

Mr. DOLE. I thank my distingushed
colleague, Mr. Harch, for his com-
ments. With regard to your question: I
agree that these problems should be
duly noted in the Federal Register and
that to do so is consistent with this
legislation and appropriate.

Mr. HATCH. I thank the Senator.

Now I also understand there may be
proposed an amendment to require use
of the prospective payment plan as an
all-payers proposal. This must be vig-
orously opposed. The required use by
all payers of the Federal diagnosis-re-
lated groups classification, weighing
system and the specific payment rates
set by HHS is nothing less than a
design to discard the free-enterprise
system in favor of a program of na-
tional controls which would turn
health care in the United States into a
Federal public utility. The health-care
field is too diverse to impose these
rigid controls across the board. And let
me restate that if these controls are
imposed, we, as a Nation, may not ex-
perience the quality of health care
that we are currently provided.
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It is one thing for the U.S. Govern-
ment to act as a prudent purchaser of
health care in a competitive market-
place with other purchasers of care. It
is quite another thing for health-care
providers to be required to accept as
payment in full from all private citi-
zens and third-party payers rates dic-
tated by a PFederal Government
agency. This has the effect of replac-
ing the marketplace.

If this were not repugnant enough, 1
understand this amendment I am op-
posing might preclude judicial review
of the Government’s discretionary au-
thority to establish the DRG system
and payment methodology. Thus, it
would vest in the Government the
right to act arbitrarily and capricious-
ly without accountability. Rather than
functioning as the head of a Federal
administrative agency, the Secretary
of Health and Human Services would
be transformed into a Federal czar of
national health with unbridled au-
thority. Such a possibility threatens
the health care available to the Ameri-
can people and thwarts efforts to
make the health-care marketplace
more price competitive.

In addition, there is quite limited
practical experience with the DRG-
based payment system. Although a
DRG-based experiment has been con-
ducted in the State of New Jersey for
a few years, the results of this under-
taking are not final or conclusive. In
recommending a DRG-based system
for prospective medicare payments,
the Secretary of HHS refers to, what
she characterizes as preliminary re-
ports that the system worked in New
Jersey.

Even if a preliminary indication in
New Jersey is accurate, transposing
the DRG system from New Jersey to a
national level will necessitate numer-
ous adjustments and changes. The ad-
ministration of a program has to be
more fully developed; the propriety of
the proposed methodology for estab-
lishing the DRG payment on a nation-
al level for medicare patients still
needs to be analyzed; the adequacy of
the payment rates are in question, es-
pecially the 111 DRG’s that the Feder-
al Government does not have ade-
quate, random sampling and now must
find alternative sources for charge in-
formation.

In summary, the impact of the medi-
care DRG system on hospitals nation-
wide is uncertain. Imposing a DRG
payment limit for all payers of health
care would compound these adjust-
ments and risks permanently crippling
our Nation’s hospitals. For this reason,
I support the proposal from the
Senate Finance Committee requiring
the Secretary to report to Congress on
the appropriateness of the DRG
system. At this time I would like to
read Blue Cross-Blue Shield’s letter in
opposition to any all-payer proposal.
They state:
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Brux Cross Assocnrxon.
BLUT SHIELD ASSOCIATI
. Chicago, 1L, March za 1983.
Hon. ORRIN G HATCH, .
U.8, Senate, Washington, D.C.

DEAR SENATOR HATCH: I understand that
amendments or substitutions to the Medi-
care prospective payment provisions of the
Social Security legislation (H.R. 1900) may
be offered in the next few days in the name
of further controlling health care costs, Ap-
parently these proposed changes would
‘either impose a Federal cost control system
on all hospital revenues or woruld mandate
state systems regulatinig all payors. On
behalf of the nation’s Blue Cross and Blue
Shield Plans, I would underscore the seri-
ousness of the continuing escalation of
* health care costs, but would urge yoéu'to
oppose any such amendments.

‘We have closely followed the development
of the Medicare prospective payment pro-
posals in both the House and Senate, l.nd
have largely supported them. We particular-
ly support the notion of increasing the cost
contalning incentives that are needed in
most hospital environments. Our primary
concern over the proposals has been with
the speed and scope .of change which flow
from Medicare’s national use of s relatively
new and untested reimbursement model. To
mandate either the extension of this model
beyond the Medicare program or an even
more massive change in all health care fi-
nancing would be exceedingly unwise,

Our opposition to the amendments or sub-
stitutions mentioned above stems primarily
from our. experience with a wide varlety of
reimbursement systems, over many years.
This experience has led us to several conclu-

To be effective, any cost containment pro-
gram must include s variety of incentlveu
for providers, consumers, md
payors to contain costs.

There is-no single best way to do that, the
bresadth and diversity of circumstances
around the country requires reimbursement
models responsive to local circumstanoces.

In most areas, effective negotiation be-
tween the purchaser and provider of care
has the greatest potential for developing
cost constraints sensitive to local needs.

Government mandates, where there is no
local acceptance of or capacity to implement
;‘2&1 mandated programs, are simply not ef-

ve. .

Regulatory approaches have been tried in

sevenl states with only limited success;

ese mandatory systems often perpetuate
lnmtuuom which no longer have communi-
ty support; and such systems tend to block
the development of more price-competitive
alternatives to the status quo.

Not only does the Medicare reform bill, as

contain costs. We would be pleased to work
with the Congress to continue encoursging
these new directions and to evaluate their
short-and long-term impact on the cost and
quality of health care,

Sincerely, o
" BERNARD R. TRESNOWSKI.
In conclusion, I support medicare
prospective pay but oppose any pro-
posal to impose this untested system
on all payors. All States, including
Utah, should be allowed to experiment
with several options including compet-
itive solutions to health-care costs.
What may work as an experiment in
New Jersey should not be lmpoeed on
every payer.

party In
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* PROSPECTIVE le .
Mr. DURENBERGER. Mr Presl-
g s o s Conarese e
8§ an eq solu-
tion to social security. But that éom-
promise has not been achieved at a
low cost. The discussion and debate
has occurred in a highly politicized en-
vironment. Too often the fears of the
most vulnerable in our society have
been played upon in an effort to gain
the upper hand politically.
All of us have experienced the pain

-and anguish of seniors convinced that

their primary, and in many cases their
only, means of support would be elimi-
nated or drastically cut beck. Many
workers have 1ost - eonﬂdenee ‘the
system entirely.

. Nonetheless, we a.ppeu_ to have
found a solution to the social security
problem, but our unwillingness to act
early and the successful efforts by
some to politicize the problem have
exacted a huge price. .

Another social security problem—
medlcare—looma Just beyond the horl-
zon. Actudaries in the administration
and at the Congressional Budget
Office predict that medicare will be in-
solvent in 3 to 4 years, We have the
oo have T g Veation ia

0 we have the on-
gréss a.void politicizing the medicare

Already. some are playing off the
fears of medicare beneficiaries: This is
8 cruel trick to play on beneficiaries.

correcting , ‘Congress
not abandon the benenéhrtu. But an

" equitable solution cannot -be achieved

i everyone is running scared.

Today, as part of the social securlty
compromise, we have included & major
plece of medicare reform, a reform
that will improve efficiency and allow
ustogetthemostoutofourmedicare
doliars.

As chiifman of the Semte Plnance
Committee’s Health Subcommiittee, I
have been holdinz hearings since last
summer on thé issue of prospective
payment for hospitals. We have heard
from States that have their own pros-
pective payment - systems; we have
heard from insurance companies en-
gaged in prospective payment; we have
heard from physicians and hospitals;
and we have heard from consumers,
beneficiaries, and expert®in the ad-
ministration.

The prospective payment provisions
crafted by the Finance Committee and
included in this bill are exactly what
the medicare program now needs. We
have learned enough from our experi-
ence with cost-based reimbursement to
know that it does not work. It wastes
money, penalizes the efficient hospi-
tal, and encourages dangerous over-
treatment.

We have taken the administration’s
proposal—which is basically a very
good one—and made some changes;
changes which I feel improve the pro-
posal and ease the burden on hospitals
as we move from the old system to a
prospective payment system.

will -
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‘Prospective payment is not the final
solution to medicare reform. Other
changes will be necessary. We must
also look at -including physicians,
skilled nursing facilities, home health
agencies, and other providers in a
prospective payment system. And we
must move ahead in our efforts to
expand private sector vouchem for the
medicare population.

Under this proposal, beneflclartes
will not pay any additional dollars out-
of-pocket. But they will reap addition-
al benefits. Efficient hospitals will be
able to give beneficiaries more for the
money, and that is good for both pa-
tients and taxpayers. Change is never *
easy. The chanhge fromh a cost-based
retrospective systean to a prospective
system will force itals and physi-
cians to change behavior. But it is &
change for the good, and it is a change
that is desperately needed. I hope my
colleagues will join me in supporting
this important reform. -

Mr. DOLE. Mr. Preddent will the
Senator yfeld?

Mr. KENNEDY. Yes.

Mr. DOLE. I certainly agree with
the disfinguished S8enator from Massa-
chusetts. I am perfectly willing to
accept the ameéndment. I have just
asked the Senator from
Louisiana and he 3 ho objection. -

The PRESIDING OFFICER. Is
there further debate? If not, the ques-
tion is on ureeln;’to the amendment
of the Benator 1 usetts.

‘The amendmen ' No. 89)
agreed to.

Mr. KEN’NEDY. Mr. President, I
move to reconsider the vote by which
the amendment was agreed to.

Mr. mmtmdvdtouythat
motion on the table.

The motion to lay on the table was -
agreed to.

UP AMENDMENT ¥O. 80

Mr. KENNEDY. Mr. President, I
have another amendment which I
send to the desk and ask for its imme-
diate consideration.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:

The Senator from Massachusetts (Mr.
Kenndy) mpnlel an unprinted lmend-
ment numbered 90.

Mr. KEN‘NEDY Mr. President, I ask
unanimous consent that rurt.her read-
:rnxghof the amendment be dispensed

t)

The PRESIDING OF'FICER With-
out objection, it is 30 ordered.

The amendment {s as follows:

At the appropriate place, insert the .fol-
lowing:

“The Secretary shall provide that the
amount which is allowable, with respect to
costs of inpatient hospital services for
which payment may be made under this
title, for a return on equity capital for sub-
section (d) hospitals (as defined in subsec-
t;l.:an (@X1XC) llnll. for cost rep:errtulu l%esrsl-
and before October 1, 1908,

(dX1XB)) of the amounts otherwise allow-
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able under regulations in effect on March 1,
1983. For cost reporting periods beginning
on or after October 1, 1986, the Secretary
shall not provide for any such return on
equiky capital for such hospitals.”.

Mr. KENNEDY. Mr. President, the
bill before us today marks a major
change in the way the Government
pays for health care. As my colleagues
know, since medicare was enacted, it
paid for health care like the Defense
Department paid for weapons—on a
cost-plus basis. And the results were
pretty much the same. Costs kept
going up and up—but no matter how
much the costs went up—there was
always the plus—the profit.

With this bill, we are finally turning
away from this wasteful way of paying
for health care. I regret that this step
is limited to medicare, since I believe
that we can only control costs with an
all-payers approach to prospective
payment. Nonetheless, it is a step in
the right direction.

Unfortunately, on our way to elimi-
nating cost-plus in medicare, we have
forgotten to eliminate the plus. Al-
though we provide for a fixed pay-
ment per case, the bill still requires
the Government to throw in a sweet-
ener for a small number of hospitals—
the profit.

1 simply cannot understand the
reason for keeping in the profit—
known in the jargon as “return on
equity.” The whole point of prospec-
tive payment is to pay a fixed price. If
hospitals are efficient, they get to
keep the difference between the costs
and the fixed payment. Is not that
profit? Under this bill, we are going to
pay a profit on top of the profit. And
the second profit does not even have
to be earned. It gets paid whether the

ospital is efficient or not, whether it

eliivers good care or not. It just gets
paid. ‘

My amendment would address that
{ssue. As prospective payment is
phased, a first by 25 percent, then 50
percent, and then 75 percent, this
amendment would phase out that ad-
ditional profit item, the retum on
equity, over a 3-year period.

It iz effectively the same concept
that has been accepted by the House
of Representatives. I do think it is a
valuable and worthwhile saving. The
estimate would be tht there would be
a $300 million per year saving when
this is completely implemented.

Even under the current system,
return on equity has produced unjust
results—rewarding the well off, and
pushing up medicare costs. Return on
equity costs medicare about $300 mil-
lion per year—not for expanded bene-
fits for the elderly, or lower copay-
ments, or lower deductibles. No—in
fact the administration wants to in-
crease costg for the elderly. No—this
$300 miltion is for profit.

According to CBO figures, for-profit
hospttals account for only 9 percent of
medicare costs. Excluding return on
equity, they account for 11 percent of
medicare capital payments—higher
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than their overall share. When you
add in return on equity—the real story
1s told. For-profit hospitals account for
20 percent of medicare’s capital pay-
ments, more than twice their share of
overall medicare payments. Medicare
capital payments to for-profit hospi-
tals are $7,170 per bed annually com-
pared with $3,360 per bed for nonpro-
fits. .

Now, what effect do these payments
have on medicare and on the health
care system generally? Well, they cer-
tainly do not go to help pay for care
for the poor and the uninsured—like
the 16 million Americans who have
lost health insurance since the Reagan
recession began. Their own spokesman
has admitted that private hospitals
skim well-to-do patients and leave the
public hospitals to care for the poor
and the lower middle class. But it does
lead to a lot of unoccupied beds
through acquisition and construction.
For-profit hospitals have a 65-percent
occupancy rate compared with the
American Hospital Association average
of 76 percent. And each unoccupied
bed - costs $112,000—a large share
borne by medicare.

And for-profit hospitals are more ex-
pensive for medicare—primarily be-
cause of return on equity. According
to a recent study, for-profit hospitals
cost medicare about 13 percent more
tt:xj:n comparaable not-for-profit hospi-

The result has been that return on
equity has served to increase both cap-
ital and operating costs for medicare.
It does no good to adopt a prospective
payment system if we exclude from it
the most unjustified inflationary com-
ponent in the medicare system—
return on equity.

Now, I know what the opporents of
this amendment will say. They will
say: “Return on equity is a difficult
issue. We need to study it before we
act. We do not know what the effect
will be.” Well, prospective payment by
diagnosis-related group is a difficult
issue. We do not know what {the effect
will be on public hospitals. But does
the committee ask us to study first
and then act. No. We are to act first,
ask questions later.

We do not know what the effect will
be on urbar®hospitals. Or rural hospi-
tals. Or, most important, quality and
adequacy of care for the elderly, the
poor, and the sick. Does the committee
ask us to study first and act later on
behalf of the elderly and the sick. No.
But when it comes to hospital profits,
suddenly we are cautious. Suddenly we
are unwilling to take the plunge. I say
that is wrong. I say it speaks of admin-
istration policies that are too willing
to sacrifice the neediest to save the
greediest. And I say we stop now.

I ask unanimous consent to have
printed in the REcCORrD several tables
and articles.

There being no objection, the mat-
ters were ordered to be printed in the
RECORD, as follows:
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TABLE 1.—DISTRIBUTION OF ESTIMATED MEDICARE
PAYMENTS FOR CAPITAL COSTS, BY HOSPITAL OWNERSHIP

Porcest of medicare  Estimat-

capital paymeats  ed Siscal
o e R iy i
return-  retum-  capial
= S
5 ] H 67
31 1 15 13

1 Includes depreciation, rent and interest expenses.
2 | millions of deflars. Includes retum on equity.
Source: Prefiminary CBO estimates based on Medicare cost reports for 1930.

(From the Wall Street Journal, Mar. 11,
19831

Bic HospITAL CHAINS CONTINUE HEALTHY
SHOWING EVEN A8 LiMiT ON MEDICARE
Co8T8 APPEARS CERTAIN

(By Gary Putka)

Congressional efforts to curb Medicare
eosts might be considered il1 tidings for the
stocks of the nation’s big hospital chains,
which derive 40% to 45% of their revenues
from the federal program.

Instead, a couple of the stocks have been
moving briskly upward recently. And yester-
day, the hospital-management companies
held their own in a downward market, even
though it was investors’ first chance to react
to Wednesday night’s passage in the House
of Representatives of a Social Security
measure containing Medicare curbs.

The reason for the stocks’ surprising
strength appears to be that the bill didn't
come out quite as badly for hospitals as
some had feared. In fact, for hospitals that
are run for profit, some analysts see distinct
advantages in the way that the House would
change Medicare payments.

The Senate Finance Committee began
work on its version of the Social Security
measure late yesterday. And while there are
no assurances that the final version of any
bill would be exactly as the House passed i,
there’s widespread feeling in Washington
that a similar measure will be enacted into
taw.

Late yesterday, the Senate Finance Com-
mittee voted to include the Medicare provi-
sion in its version of the Social Security bill.

On Wall Street, some of the biggest hospi-
tal chains are already well on their way to
recovery from fears late last year that the
measure would be a bitter pill. Hospital
Corp. of America, the largest hospital opera-
tor, has risen about 12% in the past two
weeks. Humana is up about 10% over the
same span. Others, which haven’t outper-
formed the market in recent weeks, reacted
well' yesterday to the news from Washing-
ton. They included American Medical Inter-
national, which gained % to 30%; Lifemark,
up 1 to 39%; and Universal Health Services,
up % to 42%. National Medical Enterprises,
another major player, ebbed % to 31%.

The bill passed by the House would set
fixed Medicare payments to hospitals for
467 categories of treatment. Under the cur-
rent system, hospitals receive reimburse-
ment for costs, plus a regulated return on
equity, currently about 7% to 8% on an
after-tax basis.

Before all aspects of the House’s proposed
begislatiogn were clear, some had feared that
the new “prospective payments” plan would
mean that hospitals operated for profit
wouldn’t make any profit when dispensing
services under Medicare, an aid program for
the elderly. What seems to have dawned an
tnvestors lately is that the payments system
will enable hospitals to pocket the differ-
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ence if they can provide services at less than
the fixed payments.

The payment schedules l.re expected to be
guided by the average costs.for providing
services of all hospitals within nine geo-
graphical regions established by the bill.
John Hindelong, health-care analyst and di-
rector of research A.G. Becker, believes that
for-profit hospitals are so much more effi-
cient in providing services than nonprofit
hospitals, that they will be able to improve
their profit margins in Medicare as a result
of the new system.

Mr. Hindelong hasn't changed his earn-
ings forecasts for the companies, however,
because “I've been expecting this legislation
for awhile.” He believes Hospital Corp. will
earn $2.80 a share this year, up from $2.25
in 1982; Humana, $2 a share in the year
ending Aug. 81, up from $1.60; American
Medical, also on an August fiscal year, $2 up
from $1.60; and National Medical, $1.85 in
its year ending May 31, up from $1.47 it
earned from operations last year.

But there isn't any consepsus about the
effects of the proposed payments schedule.
Bill Hayes, who manages the $50 million Fi-
delity Select Health Care mutual fund, said
he believes that the hospital chains won’t
do any better under the new system. None-
theless, he says he bought some of: the
is::;elll yesterday, although he wouldn't say
whic

“At least it isn't a major nentive * he
said. “And the situation is still one of demo-
graphics. We have more older people who
will need more health care in the future.”
Mr. Hayes said he expects the major hospi-
tal chains’ profits will grow at least 20% a
year in the next three years. Some of this
growth, he reasons, will come from acquisi-
tions, as it becomes increasingly difficult for
nonprofit hospitals to make it. “The Little
Sisters of -the Poor . .mgolnc'bythe
boards,” he said.

From an investor’s point of vlew, the

ratios, although
not as hl(hu some high-technology medi-
cal companies, range between 17 and. 20,
much higher than the market as a whole.
Perry Wysong, ‘a Ft. Lauderdale, Fila,, in-
vestment adviser, .tracks hospital-manage-
ment companies two ways. Mr. Wysong’s
medical-stock newsletter has done analyses
that show the industry is ‘“grow, grow,
grow,” he said. But his “Consensus of Insid-
ers” report, which tracks corporate officers’
stock sales and purchases in their own com-
panies, shows heavy insider selling of Hospi-
tal Corp. of America and Humana in- the
past six months, enough to keep him from
recommending the two issues. .

Return on common egquity .
(12 mo. ending Dec, 31, 1983)

Proprietary hospital companies:
Charter medical
Hospital Corp. of America.......cersees
Humans

Utilities:
American Telephone & Telegraph .

~ Consolidated Edlson Co. of New

York
Central & South West.........ccceervurreeee
Niagara Mohawk Power Corp .........
Rochester Telephone............cccceienenee
Washington Gas Light ... .

Industry composite ..........ccceesecncsncenssanes

Hotels: i
Hilton Hotels.
Holiday Inns
Marriott
Ramada Inns
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Return on common equity—Continued
(Flood and loddM) industry compos- 155
All industry eomposlte 11:0

Soumc: Budu- WQK." m !.4. 1008.

[E\'omthecmamﬁrou.m.lo. 1083]
Frus Finp Hosprrals AR HRALTHY
- BUSINESS -

(By Don Kirkman)
‘WasHinGToN.—The hospital that will open
its doors in Crawfordsville, Ind.,, in 1885
won't be run by the customary group of
physicians, or church or local government.
It will be owned and operated by a profit-
making corporation, American Medical In-
ternational of Beverely HIMs, Calif.
Crawfordsville’s new hospital is part of a

health programs, pri , corpora-
tions are building, buying, leasing or manag-
ing under contract thousands of health
facilities that once were operated by munici-
palities, cliurehes, phyllelm and small busi-

nessmen.
1t'd true of hom!uh. nurlln: homes, dlc
nostic laboratories, artificial kidney trea
ment centers and doctor groups thuto!fer
prepaid medical plans. :
While some people worry that the health
corporations are driving up comts, defenders

uyeorpontlommthemotﬂwmmn
Tbeheﬂthﬁeldh:heekoﬂmwth:np-

portunity for private corporations,” said
chael executive director of the
erican Hospitals, ‘

Federation of -
“Doctor-owried hospitals are séiling out or
going broke, Catholic and municiapal hospi-
tals are turning over their hospitals to pri-
vate corporations, and the Jarge chains are
moving in.”
Theremnowmotqthanlooo prlntely
owned hospitals in the United States (of
7,000 overall), and apother 500 are leased or
operated by corporations, neh year, the
number is incressing.
Thereuonlotthemldmwﬂxoteorpo-

anteeing payment for tens of mﬂlions of el-
derly patients,; a hospital can make money if
it’s properly run.

Five large hospital - corporations “u'e
going wild,” Bromberg said, “continually
opening facilities in the S8un Belt states and
affluent suburbs throughout the country.

Most of the private facilities aren't large—
ususlly 100 'to 300 beds—and their staffs are

more  personal attention per patient trom
physicians, nurses and staff, Bromberg sai

“On & day-by-day basis, our private hospl-
tals are a bit more expensive than public
hospitals, dbut our patients remain in the

" hospital a-day less than the publics, s0 thelr

total bills are lower.”

Bromberx acknowledges that the private
hospitals “skim” well-to-do patients frem
public hospitals. He says simply that the
main role of the public hoapital is to ¢are
for the poor and lower middle class.

Bromberg said the biggest of the private
corporations is Hospital Corp. of America
based in Nashville, Tenn. American Medical
International is No. 2. HCA owns or oper-
ates 381 hospitals and AMI 115. Three other
firms own between 50 and 100.

Paul Ginsberg, an economist for the Con-
gressional Budget Office, says he’s worried
about the expansion of corporaté-owned
hospitals because their bulc motive is to
make money

“I think they Te a two-edced sword,” Gins-
berg said. “They’re providing services for
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communities that need them, but they're
also driving up health cate costs. There’s no
incentive in those hopsitals to reduce costs.”
But Cameron Thompaon, & spokesman for
the FAH, says the private tals “have
the capital to bufld modern facilities or im-
prove existing facilities; iave fine personnel
and management expertise! and can recruit
physicians for cammunitiss that are having

" a hard time attracting dootors.
“We think thc provlded by
corporations is the way of the future,”

Thompeon said. “It's a good thing for
Americans and provides better health care
for them. But it costs a lot of money.”

Mr. KENNEDY. I hope to have the
attention of the chairman of the Fi-
nance Committee and also the chair-
man of the subcommittee of the Fi-
nance Committee, both of whom have
been extremely innovative in moving
us toward real and effective cost con-
trols, to hear-out their views on this
particular issue.
su:‘:restD?h% ) § undentaggn th . E:

e po
raised by the distingyished Senator
from Massachusetts.

As he indicated, there is a cost
saving of about $300 million, when to-
tally implemented.

Mr. KENNEDY. That is correct.

Mr. DOLE: There i# & provision, of
course, in the House hill, a 3-year pro-
vision, and I would gueass we would
have some flexibility in conference.

Certainly the Senator from Kansas
is aware of the problem. In fact, the
bill current]y contains a provision that
directs the Secretary to report back to
the Congress within 18 months after
the date of the enactment on the
method by which all' capital-related
costs, such as return on net equity, can
be included within the prospective
payment system. -

Boldonotbeuevelhavemybadc
disagreement with what the Senator
from Muassachusetts wants to accom-
plish. But I hope he might give us the
opportunity to work this out in confer-
ence. The bill now- provides the basis
to fully address the problem.

I might also indicate X think the dig-
tinguished majority leader wanted to
say a word on this, and maybe I could
yield to the Senator from Minnesota
while we are waiting for the majority
lewder

" Mr. DURENBERGER I thank the
chairmah.

Mr. President, let me just add an-
other dimension in the discussion of
the issue, and compliment the Senator
from Massachusetts for raising it.

First, perhaps by way of clariflcatlon
of the issue, it is not n
swéetener or a profit that is’ belng
added by this bill. It is & sweetener of
sorts that has been present in the
system since 1968.

As the Senator from Massachusetts
indicates, this is probably an appropri-
ate time as long as we dre ad
capital from the standpoint of the way
we reimburse, a very appropriate time
to address the return on equity issue,
and I agree with him on that. ‘
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We have a strong concern, and we
have had a strong concern, about the
whole issue of how and what role we
play in financing the access of for-
profit, not-for-profit, and Government
hospitais to capital in this country. We
have come a long way from the old
Hill-Burton days, the tax-exempt days,
to some relatively unpredictable
future, and it is a time in which com-
pensations and sweeteners and things
such as that ought to get out of the
picture.

I think in this medicare reform we
are taking the first step in the direc-
tion of some discipline on the whole
decisionmaking process because, in
effect, we are addressing the hospital
income area, and rather than saying to
the hospitals, “Whatever you want to
charge for a day in the hospital or for
a particular procedure that is conduct-
ed in the hospital we are going to re-
imburse you for those costs,” we are
saying, “we are only going to reim-
burse so much money for each of 467
various types of diagnosis.”

So right off the bat, the hospital
corporations or the government units
that operates these hospitals knows
they can only make so much money on
the front end for treating patients In
the hospital. That is the first essential
discipline in this process.

The second is to go back behind that
and to look at the various ways, other
ways, that capital needs are met.
Funds can be raised through bank
loans, stock sales, bond issuances, the
sale of assets, acceptances of gifts,
Government aid such as the Hill-
Burton guarantees, tax-exempt bonds,
and the return on equity, a whole vari-
ety of ways, and that is why—and 1
know the Senator from Massachusetts
supports this—we made the decision
that in 3 years we are going to blend
capital costs into the prospective pay-
ment system.

That is why we wani{ return on
equity and all the other capital issues
examined over the next 18 months
wjth a report back to us by the first of
the year in 1985 about what we ought
to do about all of these issues as we
prepare for that fourth year in this
system in which we are no longer
going to have these distinctions in the
capital area. :

So I say to the Senator from Massa-
chusetts that I expect that I and many.
of us on the Finance Committee may
ultimately end up supporting a phase-
out of return on equity and other
methods by which the Government fi-
nances capital costs associated with
health care.

I would indicate, as the chairman
has indicated, that we have been given
the flexibility in conference to come to
the ends that I think all of us would
agree we need to come to.

Mr. BAKER. Mr. President, I thank
the distinguished floor manager, the-
Senator from Kansas (Mr. DoLe) for
yielding. I find myself in the not un-
common position of supporting the
chairman of the Finance Committee in
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his opposition to the ‘amendment of-
fered by the Senator from Massachu-
setts (Mr. KENNEDY).

This amendment, Mr. President, is
similar to the language added by the
House Ways and Means Committee.
Quite simply, it would phase out com-
pensation, under medicare, for return
on equity to proprietary hospitals.
The amendment does not, however,
address any of the other costs of capi-
tal, such as interest on debt. Thus,
passage of this amendment would
greatly distort the means of capital
formation toward incurring debt. I do
not believe that it is good public
policy, Mr. President, to effectively
eliminate equity as a source of capital
for hospital construction and modern-
ization.

Furthermore, both the House-passed
and Senate-reported bills contain a re-
quirement for the Department of
Health and Human Services to con-
duct a study on the role of compensa-
tion for all capital costs. I think that it
is only proper that any changes in the
present computations wait until that
study is completed. At that time, we
will be better able to evaluate the ap-
propriate compensation for all types
of debt through the medicare system.

Given these considerations, I would
urge the Senator from Massachusetts
to consider withdrawing his amend-
ment, which I understand he is in-
clined to do. I would also urge the
chairman of the Finance Committee
to hold the Senate position in confer-
ence. I believe that it is premature to
address the issue in this legislation.

Again, I thank the Senator from
Kansas (Mr. DoLz) for yielding.

Mr. KENNEDY. Mr. President, as I
had other discussions both with the
chairman of the Finance Committee
and the chairman of the subcommit-
tee, I know they are aware of this
issue. :

This is an appropriate time to ad-
dress it. The fact remains, as we have
effectively phased out the whole plan-
ning process, we see an increasing
number of proprietary hospitals with
increasing capital expenditures. Once
that capital investment -is actually
made, it remalns then for the succeed-
ing generations to end up paying for
it. So this is an important time to act.
I do think it is an important matter in
terms of long-term savings. I welcome
both the interest and the attention
that the Senator from Minnesota and
the chairman of the committee have
given to it.

I hope that they would give addi-
tional attention in the conference with
the House of Representatives on this
issue. I am quite willing to see that
matter considered in the conference.
We will have an opportunity to review
it down the line, in any event. But I
certainly welcome the attitude and the
disposition of the chairman of the
committee and the chairman of the
subcommittee.
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With those assurances, Mr. Presi-
dent, I ask unanimous consent to with-
draw the amendment.

The PRESIDING OFFICER. The
Senator has a right to withdraw his
amendment. The amendment is with-
drawn.

UP AMENDMENT NO, 91

Mr. KENNEDY. Mr. President, I
have another amendment that I send
to the desk and ask for its immediate

‘consideration.

The PRESIDING OFFICER. With-
out objection, the Bradley amendment
will continue to be set aside.

The clerk will report the amendment
offered by the Senator from Massa-
chusetts. .

The assistant legislative clerk read
as follows:

The Senator from Massachusetts (Mr.
KENNEDY) proposes an unprinted amend-
ment numbered 91.

Mr. KENNEDY. Mr. President, I ask
unanimous consent that further read-
ing of the amendment be dispensed
with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:

On page 215, after line 16 insert the fol-
lowing new subsection:

“(k) Section 1903(sX3) of such Act is
amended by—

(1) striking out “on July 1, 1981, and” in
subparagraph (A),

(2) inserting “(1)” after “the Secretary” in
subparagraph (D), and

(3) after “year)” in subparagraph (D),
striking the period and adding the following
new clause:

“or (1i) in the case of programs established
after January 1, 1983, is satisfied, based on
assurances made by the State, that the
annual rate of increase in aggregate hospi-
tal inpatient costs per capita or per admis-
sion (as defined by the Secretary) in the
State during any subsequent calendar year
will be at least two percentage points less
than the annual rate of increase during that
calendar year in such costs per capita or per
admission for hospitals located in the States
(excluding from such computation any
State which has in effect a qualified hospi-
tal cost review program during that entire
calendar year).”

Mr. KENNEDY: Mr. President, as
my colleagues know, the Reconcili-
ation Act reduced medicaid payments
States are entitled to by 3 percent in
fiscal year 1982; 4 percent in fiscal
1983, and 4.5 percent in fiscal year
1084.

States which had comprehensive
hospital cost containment programs in
place, July 1, 1981, were entitled to a
1-percent reduction in the reduction
rate if they could demonstrate their
rates of increase in hospital costs were
2 percent below the national average
increase.

Only seven States—Connecticut,
Massachusetts, Maryland, New Jersey,
New York, Rhode Island and Washing-
ton—met the deadline—had programs
in place on July 1, 1981.

These seven States will get a 3% per-
cent reduction in their medicaid pay-
ment next year. Every other State in
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the country will have its payment re-
duced by 4% percent—even if it has
adopted a cost-containment program.

And the West Virginia Legislatare
last week adopted a cost-centainment
program. West Virginia, however, be-
cause it did not have a program in
place in the summer of 1881 will not
qualify for the bonus point.

My amendment would correct this
inequity by removing the requirement
that the State program be established
by July 1, 1981. Under my amendment,
any State that enacts a qualified hog-
pital cost review program and can sat-
isfy the Secretary that its program
will reduce the rate of increase in hos-
pital costs at least 2 percent below the
national average would receive the 1
percent reduction.

Mr. President, runaway health costs
are bankrupting our business and in-

dustry, disrupting Federal, State, and-

local budgets, and imperiling the secw-
rity of our senor citizens. No Ameri-
can is immwne from the ravages of
health inflatiom, but #ts impect! is
harshest on the mast vuinerabie in
our society—the young and the old,
the sick and the poor, the struggling
family trying to make ends meet.

For 0o long the Congress and the
executive branch hawe failed to show
the leadership necessary to tackle this
critical questien. We have slashed
away at the rate of increase in meds
care and medicaid—net by makimg
fundamental changes in the health

the sick, and the working
Rampant inflation in health care costs
coniinues undbated.

While we have fafled to face head on
the need to eontrol health care ex-
penditures, & number of States have
taken the initiative and developed ali
payor prospective payment systems.
They recognized that only by mnelud-
ing all payors, could they finally pro-
tect their citizens against uncontrolled
health inflation.

If we cannot bring ourselves to put
the reins of spirmaliing health care
costs, we must do all we can to encour-
age States %0 develop effoctive all
payor cost-containment systems.

The legisiation Defore us today
would permit States to run their own
medicare programs if they adopt all

payor haspital cost comtrel systems
that will not result in greater medicare

expenditures

Those seven States that beat the
statutory deadline will have an unfair
break-they can opt out of the Federal
medicare program, run their owa all
payor program and get a hreak on
their medicaid payment. My amend-
ment would give every State an inecen-
tive to move to establishing their own
systems by giving théem s slightly
smaller reduction In their medicaid
payment. It would recognize the move
West Virginia has made in adopting an
all payor costcontainment system.
The incensive is admiitedly modest—
CBO estimates that it would return to
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the State less than 15 peroent of the
savings that .sccrue to the Federal
Govermment from e Btate program.
The bencfits teo sur natlemal heaith
care system are potentially enormous.

simple.
trying to do & encourage Mates to
take action in the aroa of cost contain-
ment. We have séenr a number of
States that have effective oost con-
tainment programs, including my own
State of Massachusetts, and aiso main-
gnn & program that assures quality

Thelncreases.forexample in hospt-
tal costs in the States that have had
effective cost containment have béen
significantly below those that have
not had cost containment. In the cur-
rent legisiation, we have provided a f§
nancial incentive to the States that
have taken that sction by providing an
addittonal point of matching payment
mderthemed)eﬂdmmm
served as a financial ndacement for
those States which have #n effective
cost cantainment prograne,

This amendment woul@ offer that
same opportunity te other States that,
in their own wisdom, make the deck
ston to move toward cost containment.
It is an encouragement ta those States
to move i that direction. -

I think if it was totally implemented,
if all the States had & cost contain-
ment program, it would cost $150 mil-
lion, but the savimgs would be in the
billions of ‘dollars.

So what we are trying to do with

this particular proposal is apply that
encouragement ie the States in the
future that adopt oest containment
programs a8 we have for the States
that have already enacted it.

It seems to me, Mr. President, it h
only fair, It dees again, address the
issueo!t.ryingbollmltthe very sub-
stantial escalation of health care costs,
which new are three times the rate of
inflation.

I am mindful. Mr. President, that,
for exampie, West Virginia last week
adopted & eost contminment program.
West Virgitiia, however, because ft did
not have » program in place in the
summer of 1981, weunid mot qualidy fer
the - bonus’' point. This amesdment
would basically correct this inequity
by remowing the requirement that the
S;.tit:a!prmm be mblshed by July
)

Cleasly, any State that implements
an effective cost camtainment program
is going to be saving the Treasury tens
of millions. pressbly hundreds of mil-
lions of dellars. Over the period of
years, this amount would come up into
the billions.

80 I hope, Mr. President, that we
would try to encourage the States.
This is 8 very modest program, bt it
does scem to provide some earrot to
the States if they will move toward an
effective cost-contaimment pregram. It
seems to me those States ought to be
treated equally with those States that
have already adopted the program.
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Mr. DURENBERCGER. Presi-

'mgmummmxmmn

ecertain logic to the Senmtor's amend-

ment. Ax he pointedout, in the agree-
ment tiat was reached during consid-
eration of the 298t Reconcidation Act,
there was a. provisiam for oertain
States to offset thefr medieadd reduc-
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We acknowledge the fact that at the
State, local, and community levels the
savings as well as the quality can be
best preserved. We do not know how
to do that end of it all that well, but
we need to find for us the national
commitment to the needy in this coun-
try in the health care system. It is
through that hearing process that we
intend to start in late spring and early
summer that we hope to find the most
appropriate answer where you can get
the quality, you can get the accessibil-
ity, and you can also get the savings at
the State and local levels while we pro-
vide that necessary financial commit-
ment to every person in this country
so that they do not have to vote with
their feet in order to find health care
in America.

I can certainly make that commit-
ment to the Senator from Massachu-
setts, that the issue that he is trying
to resolve here hopefully we can re-
solve with the help of the States
through this process of defining our
role versus the States’ role in provid-
ing health care to the needy.

I would encourage the Sentor to con-
sider those arguments and, if he can
find it within his heart to do so, to
withdraw the amendment.

Mr. KENNEDY. Mr. President, I

gather from the response of the Sena-
tor from Minnesota he is not prepared
to indicate support for the concept
even when we consider the medicaid
later this year. If he would accept it at
that particular time, I would be willing
to see us delay. I do think this is an
appropriate vehicle because this legis-
lation has very significant provisions
in it to encourage States to move
toward cost containment.
_ The judgment of the Congress in
1981 was that if States have a cost
containment program, it will yield sav-
ings not only to medicaid but to medi-
care and all hospital payers. They do
not get this real incentive unless they
hold the rate of growth below the na-
tional average. So they repay many
times over in terms of savings to the
Federal Government. It does seem to
me that if it made sense in 1981 in
terms of equity it would make sense
now.

If it is a question about the vehicle, I
am glad to wait until we consider it
later on. If it is a question of the con-
cept, I am prepared to move now.’

Mr. DURENBERGER. Let mne gsay in
response to that, that from a personal
standpoint it may be a combination. I
suspect if we discuss our differences in
concept on the right vehicle, this Sen-
ator might be more susceptible to the
arguments being made by the Senator
from Massachusetts.

Mr. KENNEDY. Mr. President, I do
think that the reason for this proposal
is really quite compelling.

1 am grateful for the openness of the
Senator from Minnesota, but I would
just as soon let the Senate have an op-
portunity to speak on this issue. I am
prepared to move to a vote.
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Mr. President; I ask for the yeas and
nays on the amendment.

The PRESIDING OFFICER. Is
there a sufficient second? There is a
sufficient second.

The yeas and nays were ordered.

The PRESIDING OFFICER. Is
there further debate? If not, the ques-
tion is on agreeing to the amendment
of the Senator from Massachusetts.
The yeas and nays have been ordered
and the clerk will call the roll.

The assistant legislative clerk called
the roll.

Mr. STEVENS. I announce that the
Senator from Arizona (Mr. GoLb-
WATER) and the Senator from Indiana
(Mr. QUAYLE) are necessarily absent.

I also announce that the Senator
from Maryland (Mr. MATHIAS) s
absent due to an illness in the family.

Mr. BYRD. I announce that the
Senator from Arkansas (Mr. Bume-
ERS), the Senator from California (Mr.
CRANSTON), the Senator from Colorado
(Mr. HarT), and the Senator from
South Carolina (Mr. HOLLINGS) are
necessarily absent.

I also announce that the Senator
from Delaware (Mr. BIDEN) is absent
because of illness in the family.

The PRESIDING OFFICER (Mr.
HATFIELD). Are there any other Sena-
tors in the Chamber wishing to vote?

The result was announced—yeas 28,
nays 64, as follows:

[Rollcall Vote No. 33 Leg.]

YEAS—-28
Bentsen Huddleston Mitchell
Bingaman Inouye Moynihan
Bradley Jackson Nunn
Burdick Kennedy Pell
Byrd Lautenberg Randolph
Chiles Leahy Riegle
Dodd Levin Sarbanes
Eagleton Matsunaga Tsongas
Ford Melcher
Glenn Metzenbaum

NAYS—64
Abdnor Grassley Pressler
Andrews Hatch Proxmire
Armstrong Hatfleld Pryor
Baker Hawkins Roth
Baucus Hecht Rudman
Boren Heflin Sasser
Boschwitz Heing Simpson
Chafee Helms 8pecter
Cochran Humphrey Stafford
Cohen Jepsen Ste:
D’Amato Johnston Stevens
Danforth Kassebaum Symms
DeConcini Kasten Thurmond
Denton Laxalt Tower
Dixon Long Trible
Dole Lugar ‘Wallop
Domenici Mattingly Warner
Durenberger McClure Weicker
East Murkowski Wilson
Exon Nickles Zorinsky
Garn Packwood

NOT VOTING—8

Biden Goldwater Mathias
Bumpers Hart Quayle
Cranston Hollings

So Mr. KeNNEDY's amendment (UP
No. 91) was rejected.

Mr. DURENBERGER. Mr. Presi-
dent, I move to reconsider the vote by
which the amendment was rejected.

Mr. BAKER. 1 move to lay that
motion on the table.

The motion to lay on the table was
agreed to.
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The PRESIDING OFFICER. The
question now recurs on the amend-
ment of the Senator from New Jersey.

Mr. DOLE. Mr. President, I ask
unanimous consent that it be tempo-
rarily laid aside.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

UP AMENDMENT NO. 92
(Purpose: To provide that benefits no longer
be paid to aliens not authorized by law to
live and work in the United States)

Mr. NICKLES. Mr. President, I have
an amendment which I send to the
desk and ask for its immediate consid-
eration.

The PRESIDING OFFICER. The
amendment will be stated.

The bill clerk read as follows:

The Senator from Oklahoma (Mr.
NickLes), for himself, Mr. MELCHER, Mr.
BOREN, Mr. EasT, Mrs. HAWKINS, Mr. BOSCH-

" wiTz, Mr. ABDNOR, Mr. ARMSTONG, Mr. GoLD-

WATER, Mr. BURDICK, Mr. WARNER, Mr.
PRESSLER, Mr. MATTINGLY, Mr. GRASSLEY,
and Mr. HUMPHREY, proposes an unprinted
amendment numbered 92.

Mr. NICKLES. Mr. President, I ask
unanimous consent that further read-
ing of the amendment be dispensed
with,

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:

At the appropriate place in the bill, insert
the following new section:

DISALLOWANCE OF BENEFITS NOT AUTHORIZED
TO WORK IN THE UNITED STATES

8rc. , Title II of the Social Security Act
is amended by adding at the end thereof the
following section: .

“§ 234. Prohibition of benefits to illegal alien:

“Notwithstanding any other provisions of
this title—

“(a) An individual can only receive bene-
fits if, at the time such individual files his
or her claim for benefits, such individual
can show that he or she—

‘(1) is a U.8. citizen, or

“(2) was once a U.8. citizen but had volun-
tarily relinquished such status, or

“(3) is an alien who been legally admitted
to work, or

“(4) was once an alien who was legally ad-
mitted to work but had voluntarily relin-
quished such status.

“(b) Subsection (a) applies only with re-
spect to individuals who first become eligi-
ble for benefits after December, 1983.”

SUSPENSION OF BENEFITS TO ILLEGAL ALIENS

Sec. . (a) Section 202(n) of the Social Se-
curity Act is amended by adding at the end
thereof:

‘¢3) Notwithstanding any other provisions
of this title, no monthly benefit under this
section or section 223 of such Act shall be
paid:

“(A) to an individual for any months for
which the Attorney General notifies the
Secretary that such individual is subject
to—

‘i) a final order of exclusion entered
under 8 USC 1226, or

“(ii) a final order of departure entered
under 8 USC 1252, or

“(iif) a voluntary departure in lieu of de-
portation under 8 USC 1254(e); and

‘“(B) on the basis of wages or self-employ-
ment income which were earned by an indi-
vidual during any period for which the At-
torney General furnishes information suffi-
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“ient for the Secretary to determine that
such individual is not legally permitted %o
work in the United States.” '

(b) The amendment made by this section
shall be effective with respect to monthiy
benefits payable for months after December
1984, Nothing in this section shall prohibit
current enforcement measures.

Mr. NICKLES. Mr. President, the
amendment that I have sent to the
desk would stop social security bene-
fits from going to allens whe have
worked fllegally in this country. Join-

" Ing me as cosponsors are: Senators

MeLcHER, BoREN, ]

BoscHWITZ,  ABDNOR, . ARMSTRONG,
GOLDWATER, BURDICK, WARNER,

PRESSLER, MATTINGLY, GRASSLEY, HUM-

PHREY, RANDOLFH, HEFLIN, TEURMOND,

and JEPSEN. —

Mr. President, the amendment I
offer today is simple. PFirst, & would
allow the Social Security Administra-
tion to not pay benefits to any alfen
who the Immigration and Naturaliza-
tion Service says is {vIng or working in
the United States illegally.

The second provision would*work in
& prospective manner. It would provide
that those persons who are applying

" for social security denefits can anly re-
i they are efther a
United States ¢itlzen ar an allen who
is living in this country legally.

As my colleagues know, it is current-
1y unlawful for aliéns to enter ar work
in the United Staies without the ex-
Government. Unforminately peemn

vernment. ,» present

law with regard to social secusfty do
not reinforce this prohibition against
llegal aliens weorking in this country.

Under current social security eligibil-
ity criteria, an alien who iz Hving or

working in this country fllegally can rect.

earn and recefve soclal securfty bene-

£
§

currently wer!
gether. We prohibit aliens from enter-
ing our country unless they have the
Government’s permission, but then we
turn around and support those aliens
that break immigration laws
social security benefits.
. The amendment that I and 18 of my
colleagues offer today would correct
that inconsistency in the following
manner,

First,'those persons who are apply-
ing for social security benefits would
have to fall into one of the following
catagories: )

PFirst, a U.S. citizen.

. this is when
the

- social security benefits or huilding

- that mean receive these. benef
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Second, a former U.S. citizen who
voluntarily gave up -their citizenship
and left the country, =

Third, an alien, who Ias been legally
Wm to, work in- ;m: country,

ther or through amnesty.

Fourth, an alien who was formerly
Nving and working in this country le-
gelly but has since left the country.

second provision s January 1983, al-
though current enforcerment me

that INS and SSA are ipvolved In are
to continue. The resson for the effec-
tive date being 2 years away f3 that
SSA and INS will have

|

Mr, ' . Mr.
the Senitor yield for a question?
Mrp. NICKLES. I yiald.
Mr. B . Did the Senater
votefortguw,matm
reported by the Senate last year?
D n thaf ve peo;
who were in the United States 1
untll the time that bl was
Can the Senator eIl me what wo
be the effect on ‘these people if ¢
legislation was again passed
adopted? They are presently il
Immigrants in the country. In some
cases, most probably they are getting
uwp

them

gEEE

BE

eredits. What. will to

- under the provisions of the Senator’s
amendment?

Mr. NICKLES. To respond the Sena-
tor's question, under eur amendment,
an individual can enly receive benefits
if at the time the individual files for
his elaim, such individual can show he
is either a citizen or in this country le-
gally. If Congress passes legislation
providing amnesty, then they would
be entitled to receive benefits.

Mr. BRADLEY. When they tile for
the benefite—meaning when they
reach age 65 or when they are disabled
or reach 63?2 Is that the intention?
r$° MCKI.EZ The Senator is cor-
Mr. BRADLEY. When the Senator
says “flled for those beneﬂta.';tsc'ioes

or
does that mean when they have stated
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that they were eligible to receive social
security benefits, even though at that
time they were illegal immigrants?

Mr. NICKLES. If at the time they
filed, they were either American citi-
Zens or in this country legally, they
would receive those benefits,

Mr. BRADLEY. What does the word
“filed” mean? ° .
plication to receive soeial security.

Mr. MOYNIHAN. Mz. President, will
the Senator yield?

- Mr.NICKLES. I yleld.

Mr. MOYMIHAN. W1 the Senator

clarity his view? The Skapson-Marzoli

tion of the Senator from New York.
When # states: '

* ° * or is an allen Who has been legally

amnesty
legislation adopted last year would
thereupon become a legal alien, legally
admitted? ‘

Mr. NICKLES. I appreeiate the Sen-
ater’s questions. ' o

Mr. METZENBAUM. Mr. President,
will the Senator yi ‘

Mr. NICKLES. | yield.

never
citizen, never really gained any legal
status. Now it comes time for that in-
dividual to apply for social security
benefits. Under the Senater’s amend-
ment, would that-individual, who had
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been paying his taxes for 30 years, be
deprived of social security benefits?

. Mr. NICKLES. Let me make sure I
understand. Did the Senator say that
the person was working illegally in the
country for 30 years?

Mr. METZENBAUM. No; it would
not be illegal. The person had been
working in the country for 30 years. I
do not think that during that period
he would have been violating any laws
for having worked, and he had been
under social security rules. Nobody
had raised any question with him. He
was just one of those persons who had
not seen fit to take out citizenship
papers. Maybe he even served in the
war. What happens? He is now 65
years of age. Do we say to him, “You
can’t have your benefits because one
afternoon, on the floor of the U.S.
Senate, the Senate adopted an amend-
ment, and you had no knowledge of it
and most other people did”? Suddenly,
he or she is without social security
benefits.

Mr. NICKLES. I think the question
can be answered.

The Immigration and Nationality
Act provides that if a person is not a
U.S. citizen, then in order for an alien
to work in the United States they ac-
tually have to receive from the De-
partment of Labor, a green card. If an
alien has this card or other documents
stating his or her legal status in this
country, then they would receive the
benefits.

However, if they were working in the
United States, under the example of
the Senator from Ohio, for 30 years,
with a suspect or a false social security
card and under false circumstances,
they would not receive benefits.

Mr. METZENBAUM. If they had

not received that green card, even if
-their entry had been illegal, but it
would not be possible under some cir-
cumstances to get a green card making
it possible for them to work.

Mr. NICKLES. If they received the
green card, that is the Department of
Labor saying it is legal for them to
work, then they would be qualified to
receive benefits. Even if they had not
worked legally but worked illegally for
30 years and the amnesty provisions
¥vere passed, they would receive bene-
its. '

Mr. BRADLEY. Mr. President, let
me try to be specific with the general
question I asked earlier.

Let us assume someone has been in
the United States working illegally, as
an illegal immigrant, for 3 years. The
Simpson-Mazzoli bill is passed and pro-
vides amnesty for that category of
worker.

Under the Senator’s amendment,
would that worker be eligible for social
security benefits that were accrued
during those 3 years that he or she
was an illegal immigrant? .

Mr. NICKLES. The Senator is cor-
}-lect. They would receive those bene-

ts.

Mr. BRADLEY. The Senator alluded
to a GAO study. Could the Senator
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tell me when that GAO study was
published?

Mr. NICKLES. I mention in my
statement that that report is in the
process of being published. It is ex-
pected to be released at the end of
March. ’

Mr. BRADLEY. And the Senator
has obtained the information from the
GAO as to what is in the study prior
to its release?

Mr. NICKLES. That is correct.
There is a draft report that has been
circulated which I would be happy to
give to the Senator.

As a matter of fact, I ask unanimous
consent to have printed in the RECORD
the report with my comments.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

(See exhibit 1.)

Mr. BRADLEY. How many illegal
immigrants did the GAO study state
were now receiving social security
benefits?

Mr. NICKLES. The report provides
only rough estimates, based on a
number of studies which have been
done. Estimates range from 1 million
to 12 million, the most accepted range
being 3.5 to 6 million.

Mr. BRADLEY. The Senator used.

some number $2.4 billion. What is that
related to?

Mr. NICKLES. That was a figure
which GAO arrived at by calculating
the annual cost to the trust fund if 25
percent of the illegal aliens working in
this country were to receive social se-
curity.

Mr. BRADLEY. So, according to this
GAO report, which will be published

- and preliminary information the Sena-

tor has, if there are anywhere from 1
million to 12 million illegal immigrants
in the country and anywhere between
25 percent of 3 million to 6 million of
those illegal immigrants are now re-
ceiving social security benefits, to the
level of $2.4 billion, is that what the
Senator is asserting? )

Mr. NICKLES. Yes, Senator. GAO
came up with estimates and said that
if 10 percent become vested which is
probably a minimal number, about
$900 million in benefits would be going
out annually, and if 25 percent were
becoming vested, it could be as much
as $2.4 billion.

Mr. MOYNIHAN. Mr. President, will
the Senator yield for a question?

Mr. NICKLES. I am happy to yield.

Mr. MOYNIHAN. Let me put two
questions if I may.

Pirst, we have not seen this GAO
report which evidently says they
cannot prove what they do not know,
but they can maybe. But is the Sena-
tor aware that the Inspector General
of Social Security recently ran a
random sample of 80,000 social secu-
rity checks and found 2 to be irregu-
lar? Out of 80,000, 2, which really
would be a remarkgble performance
for any large system. And I do not
know but just from what we know
from the Inspector General that does
not seem to jibe with what we hear
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that we are going to hear from the
GAO. I just make that point. I do not
want to go beyond that.

But the distinguished author of the
immigration legislation that we adopt-
ed last year is in the Chamber, and the
Senator from Wyoming might wish to
comment.

Do I understand that if the legisla-
tion granting amnesty were not to
pass, then we would be denying social
security to a large number of persons
who have worked and earned it? We
have proposed amnesty, but if it some-
how just did not happen, as it did not
happen last time, would they be
denied that?

Mr. NICKLES. If a person applies
for social security, then they would
have to say, “Yes, I am a U.S. citizen,”
or “I worked legally in the United
States,” one or the other.

Second, we would allow Immigration
to contact the Social Security Admin-
istration when they find someone who
is working illegally in the country so
that they could stop payments to
them. Present law does this, when il-
legal aliens are deported.

When ' Immigration notifies Social
Security and says “We are deporting
an individual, he has been working in
the United States illegally,” then
social security stops his benefits. That
is present law. However present law
also provides that if Immigration con-
tacts Social Security and says, “We
found this alien working illegally,”
and that alien leaves the country vol-
untarily, then that illegal alien can
continue to receive benefits even
though he worked in the United
States illegally.

1t is a large loophole through which
8 large percentage of illegal aliens can
receive or continue to receive benetits.
I might add, according to this GAO
study, the volume of benefits received

_versus the dollars contributed by

aliens is enormous, basically because

“an individual contributes for a rela-

tively short period of time.

Mr. MOYNIHAN. That is because of
automatic raises in the system.

Mr. NICKLES. No; that is because
the alien works only half as long as an
American beneficiary and then returns
to his home country, where additional
dependents are added who collect
benefits for a long period of time. The
ratio is about $23 received in benefits
for every dollar contributed into the
system. It is quite a drain on the social
security system.

Mr. MOYNIHAN. I wish to see the
GAO report.

May I say to my friend from Oklaho-
msa that the distinguished Senator
from Wyoming is in the Chamber. I
hope he can speak to this matter
before our debate concludes.

Mr.- GORTON. Mr. President, will
the Senator yield?

Mr. CHAFEE. Mr. president, will the
Senator yield?

Mr. NICKLES. I am happy to yield
to the Senator from Washington.
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Mr. GORTON. Mr. President, I have
a question which is in the same gener-
al area as the question of the Senator
from New York. I did wish to inquire
about the relationship between the
Senator’s. amendment and the biil
sponsored by the distinguished Senas-
tor from Wyoming which, of course,
would grant legal status, eventually
‘citizenship, to a large number of
people who are now illegal aliens.

Do correctly understand. this
amendment, to the extent that any
such person 1s granted permanent resi-
dent status in the United States and/
or becomes a citizen, that person
would be entitled to the entire social
security benefits which all of his or
her employment has earned even
though some of that employment took
place during a time in which the immi-
grant was illegal? That is to say, is it
true that this amendment speaks only
to one’s status at the time when one
applies for benefits? If you are legal
when you apply for benefits, you get

everything that you have contributed? -
Mr. NICKLES. The Senator is cor- system.

As 1 mentiond earlier to a similar
question, the amendment says that an

individual can only receive benefits if

at the time the individual files for
benefits, he or she is either a U.8. citi-
zen or i8 legally living in the United
States. S

Mr. GORTON. But once they have
made that showing, their benefits are
based on their entiré work experience,
even that during the time in which
they were illegal?

Mr. NICKLES. The Senator is cor-
rect. )
Mr. RTON. I thank the Senator.

Mr. MENICI. Mr, President, will
the Senator yleld?

Mr. BRADLEY. Mr. President, will
the Senator yield for a question?

Mr. NICKLES. I am happy to yleld
to the Senator from New Mexico.

"Mr. DOMENICI. Mr. President, in
responding to the distinguished Sena-
tor from Washington, the Senator
from Oklahoma said that the status
will be determined at the time they
apply and show their citizenship. 1
have a problem because I do not know
whether we can devise any acceptsble
procedures to carry this amendment
out.

Those applying for benefits would be
required to show proof of citizenship

or legal alien status, which was the

Question that the Senator from Wash-
ington just addressed.

Unfortunately, Senator, there is no

system for doing that. Existing tmmi.-
gration documents are not adequate.
Immigration kits now exist, which con-
sist of forged documents. Social secu-
rity personnel are going to pass judg-
ment on who is and who is not a legal
alien. Frankly, coming from a State
which has a very large percentage of
Hispanics and which is on the border,
I am very disturbed about how we are
going to devise a system that does not
have Hispanics who apply, run
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through some special kind of check to
see if they are citisens or not.

Mr. NICKLES. It 18 really not as
complicated as it may appear. Appli-
cants will either .show that they are
American citizens or that they are le-
gally in this country. That would take
care of your concerns, would it not?

Mr. DOMENICI. No, it would not.
What do you make beneficiaries do
now if they are applying? What do you
make them do to shew.proof if they
are entitled now? They do not.have to
produce an , citizenship docu-
ment; they have an earnings record

and a social y ocard. :
Mr. mcx%fnmt is part of the
problem. There is no gontrol. Criteria
for receiving social security benefits do
not include legal statys in this coun-
try. The social

gs
528

§
:
g
LH

untry.
Now, when Immigration finds the
they leave, but under law continue to
receive benefita. ’

B

Mr. NICKLES. We have talked to
and worked with the Legal Counsel of
INS. We have worked with the Social
Security = Administration, both of
which are supportive of our efforts.

Our original legislation has been re-
fined so that it can be done adminis-
tratively by the appropriate Depart-
ments. We have coordinated with both
INS and with SSA to come up with
something that would give the needed
flexibility. .

I might add that the seocond part of
our amendment only assures that SSA
has the proper authority and mandate
to stop benefits which might go to
aliens who have been found to be
living and/or working in the country
illegally.

The effective date on this provision
is after December 1984 because Immi-
gration has requested adequate time
to get their computer system ready for
this kind of cross-check.

We also put in a provision which
says, “Nothing in this section shall
prohibit current enforcement meas-

ures,” because we did not want to stop-

SS8A of INS in their current activities

> living in
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to stop benefits when an alien is de-
ported.

. Mr. DOMENICL. But that only ad-
dresses the issue of Immigration send-
ing evidence to Social Becurity. My
question has to do with proof of citi-
senship up front. Are you changing
that from current law? You just de-
scribed how you might get stricken
from the rolls if INS advises that they

-have somebody on the rolls who is {l-

legal. My question has to do with
qualifying from the "beginning, not
how you get taken off. Are you chang-
ing the requirements up front? For ex-
ample, somebody is going'in now and
applying: Are you changing the law as
to what they must use as proof that
they are entitled to sotial security?
© Mr. NICKLES. That is the first sec-
tion of our am -Benator. '

Mr. DOMENICL You are changing
thelaw. - - C

Mr. NICKLES. Yeés. We are saying
that a person cannot receive benefits
unless he is an American citizen or is
the United States, legally.

3 on. .

y:‘ﬁ' NICKLES. I would be happy to
€ela, .

Mr. MELCHER. As one -of the co-
sponsors of this amendment, let me
say that the intent {s not to create a

barrier that t be' .@:{Moned by
some of the qdestions asked by indi-
vidual Senators, dut 'te creite the
mechanism of showiiig that those who
are not citizens have : r derived
their jobs by way:of itis blue card or
the green card, that is the green card
from Immigration that'tt is OK to try
to stay and receive s job or the blue
card from the Department of Labor
authorizing them to be able to work in
a certain position.

It is an attempt, the amendment
simply attempts, to close the drain off
of social security for those who have
not complied. It does not, I do not be-
lieve, attempt in any way to or create
a restriction for somebody who was
not a citizen but who legally worked in
the country, had a job and diligently
pberformed that wark for years. There
is nothing to prevent that individual
from receiving benefits.

Mr. CHAFEE. Mr, President, will
the Senator yleld for a question?

Mr. NICKLES. I would be happy to
yield for a question. _

Mr. CHAFEE. I appreciate the senti-
ment in which this.amendment has
been offered by the Senator from
Oklahoma, who has been concerned
and has given a lot of attention to
these matters, and justifiably so.

Let me just say about the amend-
ment that this is the\type of amend-
ment that if squared away completely,
if we had hearings on it, if we com-
bletely understood it and the concerns
that have been voiced here on the
floor were taken care of, this is the
type of amendment that would psass.
In other words, I do not think it is nec-
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essary to have this amendment at-
tached to the social security bill in
order to have it passed. It could be de-
ferred, and we would have a chance to
review it and have hearings on it in
the Finance Committee, and then
come up, after careful consideration,
and take care of the problems that
were voiced on the floor. . :

But let me just say to the Senator
from Oklahoma this whole area is
fraught with difficulties.

I am amazed that the Commissioner
wrote the Senator this letter on
March 18, because the Commissioner
appeared before our committee on a
simpler matter; namely, the payment
of benefits to legal aliens. In this legis-
lation that is before us on the floor, it
provides that legal aliens who return
overseas, in other words do not remain
residents in the United States, can
only collect for benefits what they
have put into the fund plus interest.
In other words, they cannot even col-
lect the employer’s contribution.

Mr.: Svahn was present when we
were considering this and certainly did
not take a position in favor of it. He
voiced some concerns about the. ad-
ministrative problems. But the admin-
istrative problems that are involved in
the Senator’s amendment are far more
difficult.

It seems to me, if we should adopt
the Senator’s amendment on the floor
today, which I hope we will not and 1
hope the Senator will not press it, we
are going to cause, I think, consider-
able hardship and unfairness to a host
of people who are unable to prove cer-
tain facts going into the distant past.

It is a fact there has never been a
hearing in the FlInance Comrittee or,
I believe, in the House Ways and
Means Committee—and I cannot tes-
tify to that—on this matter. As a
matter of fact, when this came up
before the Ways and Means Commit-
tee, it was deferred on the insistence
or the urging of Mr. PickLE because
there had not been hearings on this
matter. So it is not in the House bill.

In the Senate bill it was brought up
and many of us felt—we are dealing

solely with legal alens and the pay-.

ment to them overseas—and many of
us felt that it was improper to proceed
without more consideration with the
difficulties involved.

Now the Senator is coming forward
on the floor of the Senate with this
amendment which, as has been point-
ed out with various arguments—and I
am anxious to hear what the Senator
from Wyoming, who has worked long
hours on this in connection with his
immigration measure, has to say. Here
out of the blue comes this measure. I
think we are going to do great hard-
ship to a host of potential benefici-
aries.

Let me also say this: Never before, as
I understand it, in the social security
system, have we provided that those
who pay in do not get their benefits.
But that may be right. Perhaps it is
correct. Perhaps in this group of il-
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legal aliens, I cannot see that you
make any provisions for those who
come in illegally who subsequently
become legal. But set that aside,
maybe we want to take that step. But
I think it is a step we ought to only
take after careful consideration and
hearings on it.

It may well come out the way the
Senator wants or a slight variation,
but this is the type of amendment
that can be considered separate from
this bill and will certainly have a good
deal of attention and I believe support
normally from this body.

So I hope the Senator will not press
his amendment.

(Mr. DURENBERGER assumed the
chair.)

Mr. MITCHELL. Will the 8enator
yleld for a comment on the point just
made?

Mr. NICKLES. I will be happy to
yield the floor unless the Senator has
a question to me.

Mr. MITCHELL. I will put it in the
form of a question.

As the Senator from Rhode Island

indicated, the committee dealt with

the problem of noncitizens who are
not residents receiving social security

benefits. In this legislation now pend-

ing before the Senate is a provision
that limits the benefits paid to aliens
who are not residents of the United
States to the amount that they paid
into the system plus interest. It is, I

_believe, applicable to aliens who were

in this country legally or illegally.
There is no distinction between them.
Therefore, that provision already in
the legislation appears to take care of
the principal concern expressed by the
Senator from Oklahoma of an illegal
alien who is discovered by the Immi-
gration Service and is ordered to leave
the country and subsequently leaves—
and the Senator has expressed a legiti-
mate concern—and then, going back to
the country of origin, receives benefits
the same as other social security
beneficiaries which generally results
in a return far greater than the
amount of taxes paid.

I ask the Senator: Since that con-
cern is already addressed in the legis-
lation, is there any other reason to
pursue this particular amendment? As
I understood it, that was the Senator’s
principal econcern in response to the
questions raised here today.

Mr. NICKLES. 1 appreciate the Sen-
ator’'s question. The Lugar amend-
ment, which passed and which I co-
sponsored, did curb the amount of
benefits. There has been a growth of
benefits in some cases for those who
were living abroad and receiving social
security. I supported provisions to
curb that growth. However, those were
persons who were legally working in
the United States.

Our amendment addresses those
who are working fllegally in the
United States and who Immigration
has deported.

What we are trying to do is say that
if Immigration finds a person working
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fllegally, then they would lose their
benefits.

The other aspect of our bill, the
prospective part, I think is much
greater and more important. It insures
that this abuse does not happen in the
future. In other words, if a alien is
working illegally in the United States,
they probably would not even apply
for social security because they would
say, “Wait a minute, I am going to
have to show I was legally working in
the United States.”

Mr. MITCHELL. I would say it is my
understanding—and I think it ought to
be checked—that the provisions in the
bill now do not distinguish between
aliens who work legally and those who
work {llegally in this country, but
rather the only distinguishing factor is
whether or not the beneficiary is an
alien and no longer resides in this
country; that is, the distinction that
the Senator has suggested between
the provisions in the bill and his
amendment do not, according to my
understanding, in fact, exist in the
bill. I think that ought to be checked.
Obviously, if 1 am incorrect I will
stand corrected.

But I was involved in the committee
discussions, as was the Senator from
Iowa, who was present at the time,
and I do not recall any mention being
made of limiting the provision now in
the bill only to those aliens who had
been legally in the country. Rather,
the only distinguishing factors are
whether. or not they are aliens and
whether or not they are no longer resi-
dents of this country.

If that is so, then it seems to me
that the principal reason for the
amendment of the Senator from Okla-
homa no longer exists if this other
provision remsins in the bill.

Mr. NICKLES. Let me explain a
Httle bit further. There is a reason for
this legislation to exist. Again, I com-
pliment the work that the Finance
Committee has done in adopting the
Lugar amendment—the existing lan-
guage that is in the bill that is before
us. .
However, we would go a step further.
Our amendment would say right now
that when Immigration finds a person
who is working. fllegally, they will
notify the Social Security Administra-
tion and say, ‘“This person is working
illegally and should not be entitled to
receive benefits.” We make that pros-
pective. It gives them plenty of time to
coordinate their computers. The
amendment tells Immigration to work
with Social Security. And, by January
1, 1985, the two agencies would be able
to coordinate their efforts on this
matter.

Let me go into this a little further.
Currently, an alien can receive a social
security card. They receive it for pur-
poses that they type on the card, not
for work purposes, but they can use it
for credit cards, et cetera. However,
Social Security has found that people
use this social security card, even
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though they are not entitled to work
legally in the United States, to earn
and receive social security benefits.
Now Social Security will be able to co-
ordinate better with Immigration and
say, “We have a person working ille-
gally in the United States,” and they
can contact SSA. ’

Mr. MITCHELL. I understand what
the Senator is saying, that he wishes
to extend the limitation on benefits to
aliens who remain in this country
based upon what their alien status is,
whether they are legal or fllegal. All I
am saying is that the argument that
the Senator has been using this after-
noon in response to questions—that is,
that we have to close this loophole
that exists because when fllegal aliens
are discovered they then leave and go
back to their countries and continue to
receive benefits—is not a valid argu-
ment because that loophole is already
closed in the provisions in the bill.

You have other reasons, and I un- -

derstand that. The Senator wants to
g0 beyond the bill. .

All' I am saying is that it does not
seem to be a valid excuse as an argu-
ment for your amendment to choose a
lolﬁphole that is already closed in the
bill.

Mr., NICKLES. If I can go further,
Immigration can find someone work-
ing {llegally, and can contact Social Se-
curity. Presently, however, Social Se-
curity would keep sending out checks
it the individuals did not leave the
country. Thosé checks would still be
recefved. ’

Mr. LEVIN, Would the Senator yield
for a question?

Mr. NICKLES. I am glad to yleld.

Mr. LEVIN. If at the time a person
applies for benefits they are here le-
gally, and at the time they worked
they were not here legally, would they
receive benefits? :

Mr. NICKLES. The answer to your
question,:Senator, is yes.

Mr. LEVIN. The amendment says
the individual can receive benefits if at-
the time they can show that they. are
an alien who has been legally admitted
to work. Under my hypothesis, the
person had never been legally ad-
mitted to work but had always been il-
legal during that work time, now they
are & legal resident though not a citi-

zZen.
Mr. NICKLES. The answer to your
quebtion is if they were not working

and are not currently legally in the:

country, then, no, they would not.

Mr. LEVIN. The Senator is saying
that he would deny benefits to persons
who are legal residents of the United
States who contributed to the social
security fund, perhaps for 30 years, be-
cause they were not legal when they
contributed even though they are
legal when they apply? v

Mr. NICKLES. We mention one o
two things: If they are U.S. citizens or
if they worked legally. I see where the
Senator is trying to crowd somebody
in between those two things, but I do
not see it as a likelihood. )
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Mr. LEVIN. I think it is very likely
to work for 30 years.and build up an
account with the social security
system. They then may very well want
to become. legal residents.of this coun-
try so they could recefve benefits to
which they thought they were enti-
tled.

For legislative histoty, however, this
amendment would not permit benefits
to persons who were legal at the time
they apply if they were not legal at
the time they worked? :

Mr., NICKLES. Again, I think the
Senator is not interpreting my amend-
ment correctly. If they were U.S. citi-
zens or if they have legally been ad-
mitted to work, then they would re-
ceive benefits. The Senntor is saying
that they were not legal when they
worked, that they worked 30 years ille-
gally and 2 diys later they applied for
social security. after they had become
legal. If legal means they have Ameri-
can citizenship or have been granted
amnesty or something other than
American citizenship, then I intend
that they would be able to apply for
and receive benefits. . . :

Mr. LEVIN. But that could be 5 or
10 years after their work life has been
completed. They are now here legally
but for the 20 or 30 years that they
worked they were here illegally.

. Under this amendment, somebody
who is legally a residént of the United

States could be prohibited and would .
‘be ‘prohibited. from ‘recetving benefits

if at the time they .worked in the
United States they were here illegally,

Mr. NICKLES. No, I do not think
that is the case. Maybe this will help
clarify the record, however.

Mr. LEVIN, One-other question: I
understand the Social Security Admin-
istration will accept money from
people who are here {Hegally.

Mr. NICKLES. The Social Security
Administration right now has no crite-
ria for citizenship, legal or illegal.

Mr. 8o they do accept
:&ney from people who are here ille-

y.
Mr. NICKLES. The Senator is cor-
rect. ~

Mr. LEVIN. Under this amendment,
even though they accept money from
folks who ate here illegally they will
not pay out any money unless they
became citizens or became legal before
they retire.

elé'r. NICKLES. The Senator is cor-
I . .
Let me refer again to the GAO
study. GAO talks about the benefits

_paid out in relation to contributions

paid, a ratio of about 23 to 1. In other
words, 23 times the benefits received
for every $1 contributed. That com-
pares to a US. citizen of about“$5 re-
ceived for every $1 contributed. So we
are still talking about a massive drain
on the social security trust fund.

Mr. LEVIN.:-On that point if the
Senator will yield for a further ques-
tion. Does the Senator provide that
they would return to these folks the
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money contributed to the system if
they do not get the benefit?

Mr. NICKLES. No. If an individual
is working illegally, unider present law
they do not get their money returned
ﬁmd‘ neither would they in this legisla-

on. . )

Mr. LEVIN. If the Senator will yield
for one other point, the legislation
says that a person whe is otherwise

entitled to benefits will not receive

them unless they meet this test. My
question is, if you are going to take
away a benefit to whiech a person is
otherwise entitled, which they earned,
do you not at least want to return to
that person the amount of money he
contributed to the system? Is that not
minimal fairness, if you take away
benefits a person would otherwise be
entitled to? - .

Mr. NICKLES. I will answer the
question in the negative: How can a
person earn a benefit if he worked ille-
gally? It i against the law for the
person to work in the United States.
They are breaking the law.

Mr. LEVIN. Is it agajnst the law to
take his money into soeial security?

Mr. NICKLES. The person should
not have the job and should not be
etlmtrlbutuig to the system in the first
place,

Mr. LEVIN. But is social security
breaking the law by taking his money.
Mr. NICKLES. There is a thought.

‘Mr. MOYNIHAN. Will the.Senator
yield for a comment? , )

‘Mr. NICKLES. T would be happy to,
but I would like to present some con-
cluding remarks. .

Mr. MELCHER. Would the Senator
yield for a further question?
t'oMr. NICKLES. I yield to the Sena-

r.

Mr. MELCHER. 1 think it is clear
that Social Security takes the money,
the contribution of both the employee
and the employer, on the presumption
that they are working legally, If we
want to stipulate the social security

should examine all of the employees

and the employers to make sure they
are legal, we can do so. But, that prop-
osition has not been presented. Social
security simply takes s contribution
from the employee and the employer
on the presumption that they are here
legally.

Mr. MOYNIHAN. Mr' President,
could I speak briefly? The Senator
from Wyoming wants to speak also.

If I may say, it comes with little
grace and ill-behooves the Secu-
rity Administration to suddenly en-
dorse this proposal with respect to il-
legal aliens, unknown_quantity, un-
known numbers, unknown locations,
when this very Administrator defeated
by his own testimony in the House-
Senate conference the actions of this
Senate declaring that the Social Secu-

- rity Administration should produce a

tamper-proof social security card, a
card which would not be purchasable

on any street corner in El Paso, Texas,
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as it were. “No,” said he, “we will not
have anything to do with that.”

He prevailed upon the House confer-
ees to turn down the position of the
Senate in this regard. He could not
care less about counterfeit cards.

Now they come along with this
matter which I have to say, in my
view, represents a violation of the 14th
amendment’s rights, even of illegal
aliens; it is confiscating property. I
know the Senate Finance Committee,
as the distinguished Senator from
Rhode Island said, would be happy to
have hearings on this. We would be
happy to have the GAO come forward
and tell us what they know, have
people comment on it, listen, think
about the constitutional issues, think
about the whole range of effects
which we do not now understand.

I now would like to cease in order to
hear the Senator from Wyoming, who,
I hope, will speak.

Mr. SIMPSON. Mr. President, I was
just thinking how opportune it might
be to offer an unprinted amendment
consisting of the Immigration Reform
and Control Act of 1983. This might
be a dandy time to do that. But I shall
not do that.

I am fascinated to hear this very se-
rious debate, and it should be. I have
heard phrases like “fraught with diffi-
culty,” “What are we really doing,”
and “What will be the impact.” The
good Senator from Michigan outlined
some serious questions. The Senator
from New York makes a fascinating
statement on the social security
system. There is much truth in there;
much truth in what the Senator from
Rhode Island says as well as the Sena-
tor from Montana, and particularly
the Senator from Oklahoma.

Mr. President, I remain absolutely
intrigued and fascinated by the
debate, because it is with a strange
sense of irony that I recall last year’s
debate when we had the Supreme
Court decision on who should bear the
cost of training the children of illegal
aliens in the United States. The super-
visors of Los Angeles County came to
the subcommittee to share with us
that two-thirds of the children born in
their largest hospital are born to il-
legal alien mothers; and the Los Ange-
les County supervisors are asking, who
will bear that cost?

And now, today, we are justifiably
concerned about the burden on our
social security system created by bene-
fit payments to undocumented work-
ers. There is so much stuff in this one
that I just say, welcome to the fray.

We already have laws that say if you
are deported, there will be no benefits;
but there is no way for the INS, with
its present personnel, to handle depor-
tation proceedings for the illegal
aliens they apprehand. They do do not
have the personnel to deal with the
numbers. The Chula Vista sector last
week had 5,000 apprehensions in a
single day—along 60-mile segment of
our Mexican border. That is double
any kind of activity like that ‘ever

CONGRESSIONAL RECORD — SENATE

under the history of that sector. That
is the situation in the United States
right now.

All of these concerns so ably ad-
dressed by so many various persons
and philosophies just scratch the sur-
face of the problem created in this
country by a singular national failure.
The first duty of a sovereign nation is
to control its borders, and we do not.

The other irony is the only other
nation on the Earth that does not con-
trol its borders is the United States of
Mexico. The problem on t.heir south-
ern border matches ours.

If we had had the courage to address
the problem of immigration reform in
Congress during the last 10 years, to
follow the only possible solution,
which is employer sanctions against
those who knowingly hire illegal, un-
documented workers, and to provide
some form of employment verification
which is not carried on the person but
only available at the time of new
hire—the only real issue is not how
much do they leave on the table, how
much do they take off, do they do
work that American workers will not
do—we would not have to address
these issues today. The issue is this:
When you have a fake green card and
with that fake green card you receive
a valid social security card, a valid
AFL-CIO card, a valid food stamp
card, a valid medicare card, a valid
driver’s license and valid unemploy-
ment insurance coverage, you have
gimmicked the systems of the United
States and the systems were not built
for that kind of gimmickry. They are
not actuarially able to handle that
kind of gimmickry.

The Social Security Administration
testified one time that they are not
really concerned about how many fake
cards are out, because at the time
someone sought benefits, they would
have to show up as a live human being
in front of a live interviewer. I said,
“Well, that is one way to run a rail-
road. It is not exactly the way I would
do it.”

But we have developed some inter-
esting - things. These things and this
matter we grapple with here are the
wholly unpleasant situations that
result from illegal immigration. They
would not be facing us today, nor
would we have the national disgrace of
a ‘furtive, fearful, exploited, illegal
subsociety of human beings number-
ing millions extant in these United
States right now if we faced up to the
root cause of the problem—loss of con-
trol of our borders.

Mr. President, we must adopt meas-
ures which are not nativist nor mean
nor racist but we must reform what
are absolutely absurd, cumbersome
and unworkable immigration laws.

I thought I would get up and make.

that little plug for the Immigration
Reform and Control Act of 1983 be-
cause we are going to seé that legisla-
tion soon. Markup is coming at the
end of this month. I call upon my col-
leagues to carefully examine the bill,
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which would solve this situation
before us today.

There is never a good time for hnmi
gration reform. That I can assure my
colleagues. But the discussion and
debate on amendments such as this
show the strains on our society, the to-
tally inappropriate results that will
take place if we continue apathetically
to do absolutely nothing and pretend
uncontrolled illegal immigration is
going to disappear. I trust congression-
al maturity might lead us toward some

_ solution, because the matter will be

before us and will be pressed upon us
again and again and it will never go
away.

Mr. GRASSLEY addressed
Chair.

The PRESIDING OFFICER. The
Senator from Iowa.

Mr. GRASSLEY. Mr. President,
Members of the body, I think the
appeal by the Senator from Wyoming
to look at the bigger picture is well in
order. On the other hand, I am sup-
porting this amendment, and have in
fact cosponsored the Senator from
Oklahoma’s amendment.

I do not know what the Senator
from Kansas will do when he wants to
dispose of the debate on this amend-
ment and the bill. I shall leave that to
him. But I think the effort by the Sen-
ator from Wyoming to look at the
bigger picture needs to be applied spe-
cifically to this amendment as well.
The amendment is not offered soley in
the vein that we want to save money
from the social security funds, that we
want to make it more sound, even
though it will have that impact, ac-
cording to the GAO report.

The broader picture is this: There
are many law-abiding citizens of Amer-
ica, people who spend their whole lives
abiding by the laws in this country,
and they also have the oddity that
they. expect other people to abide by
the law in this country. They see ef-
forts of people who are not law-abid-
ing citizens to dip into the till and to
threaten the financial soundness of a
system that they pay into, and they do
not like it.

I think their concern goes even
beyond that and points to something
that ought to concern us. That is the
necessity of reestablishing credibility
in the social security system. People
who are working today, paying into
the system, paying high taxes—every
one of them would ask us who are out
at the grassroots, is there going to be
any money there for them to draw
from?

It is the same way with those citi-
zens who are retired today, drawing
out of the system. They, too, wonder
abut the soundness of the system. It is
not as credible a system with them as
it was one, two, or three decades ago.

Having people who are illegally in
the country who have, legally or ille-
gally, been paying into the system is
not the point. The issue is that some
are illegally in this country drawing

the
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out of that system, affecting the
soundness .of it, bringing about a lack
of reapect for the system, and that is
samething we st deal with. That is

portion of our 1t 10 reeytabish
credibiitty in the system.
As you think about the peaple youn
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PRESSLER’S early recognitloﬁ of the in-
consistencies in the present trestasent
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“The specific recommendation adopt-
ed by the commitice and included in 8.
1 would significently tighien eligibility
reqguirements for adlen warkers living
abroad. The bill demies benefits to

aecurily. It is a disgrace

when the lous af (s Natian allow us

te ireat aliens betier tisan we tneat emr

own citizsers. Congsess has this epper-

tunity to tighten wp ene aren of glar-
mismanageme

change, :

Mr. NICKLES. Mr. Presitient, 1 ask
unanimous consent 1o have printed in
the Rxcaorv 3 letter from the Cammis-
sioner of Social Saecunity.

There belng no objection, the letter
was ardered 1o be printed im the
Rxoora, as fallows:

Tz Cosnassssemn
OF SOCIAL SECURITY,
Baltimese, Md, March 18, 1883.
Han. Danald L. Macxias,
U.S. Senate,

amendment to
deny Social Security benefits to illegal

S 8359

We loak forwand ie wanking with the Con-
greas after the panding

5§
it
i
i
Bebefs cifs

GAO found that 34 percent of all depend-
ahroad were added to the social secu-

B
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The concerns which prompted the legisla-
tion are still valid today—aliens can work in
the United States for a relatively short time
and then return to their native country and
retire and receive benefits for themselves
and their dependents.

The payment of social security benefits to
aliens not only represents a valid policy
question for the Congress, but also presents
a number of difficult and complex issues.
Some of these issues involve (1) the equity
of treating aliens differently than Ameri-
cans, (2) the international reaction by coun-
tries whose citizens will be adversely affect-
ed and the potential retaliatory action of
curtailing benefits to Americans under their
systems, and (3) the administrative question
of requiring alien workers to pay full FICA
taxes although they might receive benefits
for retirement or disability in a curtailed or
capped amount.

GAO also identified an inconsistency be-
tween the Social Security Act and the Immi-
gration and Nationality Act—aliens are al-
lowed to earn entitlement to social security
benefits while violating the Immigration
and Nationality Act, Although there are not
complete and accurate data on the impact
that this situation is having on social secu-
rity, GAO estimates that perhaps a billion
dollars a year could flow from the trust
funds to pay aliens on the basis of their il-
legal employment.

CHAPTER 3. ALIENS CAN EARN ENTITLEMENT TO
SOCIAL SECURITY BENEFITS WHILE VIOLATING
THE IMMIGRATION AND NATIONALITY ACT
The Immigration and Nationality Act pro-

vides for regulating admission of aliens to
the U.S. The Act requires that before aliens
are permitted to enter the U.S. for perma-
nent employment, the Secretary of Labor
must certify to the Attorney General that
there are insufficient U.S. workers willing,
able, and qualified to perform the work at
the time and location it is to be performed
and that such employment of aliens will not
adversely affect wages and working condi-
tions of U.S. workers similarly employed.
- The Social Security Act allows aliens to
earn social security insurance credits re-
gardless of their employment or resident
status in the U.S. Section 210(a) of the
Social Security Act defines employment for
the purpose of social security credits as any
service performed in the U.S. by an employ-
ee for an employer irrespective of the citi-
zenship of either. Consequently, aliens who
are admitted to the U.S. to attend school,
visit, or for other purposes, but not for per-
manent employment, can earn social secu-
rity credits by illegally working at a job cov-
ered by Social Security. Similarly, aliens
who enter the U.S. illegally can earn social
security credits as a result of employment
during the time of their illegal stay. The ac-
cumulation of social security credits by legal
~and illegal aliens can lead to insured status
and entitle them to social security benefits
earned through unlawful employment.

This chapter discusses both legal and il-
legal aliens who nmiight have earned social
security credits while violating the Immigra-
tion and Nationality Act, and the potential
cost of paying benefits to such aliens.

Aliens have illegally worked and earned

social security coverage

The number of aliens who have illegally
engaged in employment and earned social
security credits can not be precisely deter-
mined. Under the Social Security Act a
wage earner’s citizenship does not affect his
eligibility to earn social security credits and,
for that reason, SSA has not maintained
data on the citizenship of all workers who
pay social security taxes. SSA has some in-
formation on legal aliens who have violated
their immigration status by engaging in em-
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ployment, but it does not have such data on

aliens who have entered the U.S. illegally

and engaged in social security-covered em-

ployment during their illegal stay.

Legal Aliens Working Illegally in the United
States

According to SSA’s statistics, about
289,000 legal aliens have engaged in employ-
ment covered by Social Security since 1974.

Until 1974, SSA made no distinction based
on citizenship when issuing a social security
card. Beginning in 1974, as was required by
the Social Security Amendments of 1972,
SSA began issuing social security cards to
legal aliens who recuested them for ‘“non-
work purposes.” These purposes included
opening bank accounts, registering for
school, and obtaining a driver’s permit.
When SSA issued social security cards for
such non-work purposes, it coded its enu-
meration records to indicate that these
SSN’s were for non-work purposes.

In 1975, SSA discovered that social secu-
rity-covered earnings were being reported
under many of the SSN’'s that were issued
for non-work purposes. This was not a viola-
tion of the Social Security Act, but SSA did
gather statistical data on these incidents
and shared the information with the Immi-
gration and Naturalization Service (INS),
since these alien wage earners were appar-
ently violating their immigrant status. This
information flow was discontinued after the
enactment of the Tax Reform Act of 1976
because of questions regarding interagency
transmittal of taxpayer information. These
questions were resolved in 1982, and SSA
plans to transmit the information on aliens
who worked illegally since 1976 to INS and
will resume transmitting information to INS
on aliens who are illegally working in the
U.S.

Also, SSA has begun noting “for non-work
purposes” on the face of new social security
cards issued to legal aliens if they are not
permitted to work in the U.S.

Illegal Aliens Working Illegally in the
United States

The exact number of illegal aliens who
have entered and worked in the U.S. and
earned social security credits cannot be de-
termined. This occurs, in part, because il-
legal aliens conceal their illegal immigrant
status when they apply for social security
cards. When they are successful in obtain-
ing social security cards, those cards and
numbers cannot be distinguished from le-
gitimate ones. Therefore, little is known as
to the number of illegal aliens who have
earned social security credits under fraudu-
lently obtained social security cards, or
those who have worked and paid taxes
under someone else’s SSN.

Various studies, including one by GAO,!
have developed estimates of the number of
illegal aliens in the U.S. The estimates
range from 1 to 12 million, but the most
widely accepted range is from 3.5 to 6 mil-
lion. One study showed that between 65 and
88 percent of a group of illegal aliens who
were interviewed had been employed while
residing in the U.S. and had paid social secu-
rity taxes on their earnings.?

Potential cost to social security due to
aliens engaging unlawfully in covered em-
ployment
Despite the statistical limitations of the

various illegal alien studies, one can develop

a rough estimate of the impact on the social

1 Problems and Options in Estimating the Size of
the Illegal Alien Population: September 24, 1982
(IPE-82-9), p. ii, 10-11.

2 David North and Marion Houstoun (31), “The
Characteristics and Role of Illegal Aliens in the
U.S. Labor Market: An Exploratory Study,” March
1976, p. 130.

.

March 18, 1983

security trust funds of payments to illegal
aliens. To illustrate such potential impact,
we used the lower range of the most widely
quoted illegal alien population estimate (3.5
million) and the lower estimate of those il-
legal aliens who had been employed while in
the U.S. and paid social security taxes (685
percent). We chose the lower range of the
estimates because of uncertainties as to the
statistical reliability @®f these estimates.
Using these data, we estimated that from
2.2 million * aliens had worked In social se-
curity covered employment and had re-
ceived some social security credits.

It is unknown how many of these wage
earners have earned sufficient quarters of
credits to be eligible for disability or retire-
ment benefits. There are no reliable data on
social security payments made to aliens as a
result of their unlawful employment. None-
theless, we developed three estimates to
show the potential annual costs to the trust
funds if 10, 15, and 25 percent of the illegal
alien workers had qualified for and were re-
ceiving benefits in 1981. We used the aver-
age alien family benefit rate ($4,160) for
aliens abroad in 1981 to complete the esti-
mates. Our estimates show the following
cost ranges:

$.9 billion (if .10 percent of the illegal
aliens had qualified for social security),

$1.4 billion (f 15 percent of the illegal
aliens had qualified for social security), and

$2.3 billion (if 25 percent of the illegal
aliens had qualified for social security).

Applying these same assumptions and the
10-percent estimate to the legal aliens who
have unlawfully worked in the U.S., adds
another $.1 billion cost to the trust funds.*
Therefore, legal and illegal aliens combined
could cost SSA about $1 billion per year as a
result of unlawful employment if only 10
percent of the aliens working illegally even-
tually receive benefits.

Should social security benefits accrue from
unlawful employment?

In 1954, a bill was introduced in the Con-
gress (HR 9366) which sald, in part, that
earnings derived from covered employment
by individuals during periods when they
were unlawfully residing in the U.8. would
not be used in establishing eligibility for, or
the amount of, social security benefits. Fur-
thermore, the bill said these earnings would
be deleted from such individuals’ earnings
record upon the Secretary’s ® receipt of noti-
fication from the Attorney General of an
alien’s periods of unlawful residence in the
U.8.

These provisions were deleted from the
bill, however, by the Senate Finance Com-
mittee after it received the Secretary’s com-
ments on the feasibility of its implementa-
tion. The Secretary endorsed the objective
of these provisions, but he opposed enact-
ment on the basis of the disproportionate
administrative burden it would impose on
the Department and SSA, compared to the
benefits that might be realized. He noted,
for example, that he would have received
900,000 notifications of unlawful employ-
ment in 1953 and earnings from such em-
ployment would have had to be deleted
from the aliens’ Social Security earnings re-
cords—a task he thought too administrative-
ly burdensome to accomplish.

The subject of aliens who might earn enti-
tlement to social security benefits while
either unlawfully residing or unlawfully

3 3,500,000x<.65.

4 This is the product of 289,000 (legal alien work-
ers) x $4,160x.10.

5“the Secretary” refers to the Secretary of the
Department of Health, Education, and Welfare;
currently the Secretary of the Department of
Health and Human Services.
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working in the U.8. was discussed duning

shonld reguive that the benelits be @isdl-
lowed.

it legal residemt and emplorment wtatus
were reguired in arder Lo aara secial secu-
rity credits, we believe S84 could enfarce it

anplied
their surviving dependents file anplieation
for benefits. At thxt time, SSA could reguire
that sufficient evidence te provided by the
claimant that the wage esearner was in fegal
alien status and was authanived 20 be em-
played mhen kis saciel sconrity omediits mene

earned. Otherwise, no credits wonld &e al-

lowed Jfor during any oslendar
quarter in which the wage earner was In vio-
Mono!the!mmmmmmty

Conclusion

The Socisl Sccurity Act foes not prohibit
allems from ewrwming entitiement %o Socisl
Security benefits based on earmimgs derived
from coverad empiagmnat in the UU8., even
if the individuals were illesal resisends, or
legal residents who had engaged in unau-
thorbedemmoymen

Under the hmﬂtruuun and Mationaltty
Act, both types of aliens may be deported 1f
dissowered for diiegal entramce or sfdlating
their iveigrant status by -n*hu-n-
thanized smployzaent.

There 15 a gap between the nmoxisiens of
the Social Security Act and the Immigra-
tion and Wettenality Act, whirh alows
aliens to earn eytitioment te Secinl m
bemefits while wiplating thee Imesigration
and Nationality Act. Consequently, raiidions
of aliens both legal and dllegal may have an-
gaged in unauthorized employmemi and
earned entitlement to Social Seeurity bens-
{its. “The effects that beneflt paymanis to
these workers could have on the trust funds
depend on thelr nmmbers and benefit levels.

The Congress may wish to .oonsider
whether aliens who work Megally in the
US. shodid be altowed to exrn entttiement
to social securtty Senefits for surh work. ¥
the Congress decides that sliens showid not
earn credits for illegal work, 4t corfid require

stetus befcge benme-

rectifies Inconsistencies In current law
concerning social secanlty peymonts to
individuals who hawve worked in Amer-

ministration autharity to stap pay-
ment of benefits or credits from going
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to any alien who is in viadetion of U.8.
employment and residest laws. In ad-
dition, it would require the wage
earner or dependent to provide suffi-
dient evidence to the Secial Securdty
Admisistration that westige n the
system was earned while werking and
Hwing leally in the Untted States.
Time and again thrreughout the past
fesw weocks, 85 1 have disoussed the

maﬂsﬂnw;ﬂuunbysntemh

over misuse smd shuse of Uhe program.
Geten, they have mentioned this wery
issue, the poyment of benefits te N-
legud siloms. The oitisens of Amerion
realize that those whe operefe outside
of the laws of this ¥ation sheuld net
be allowed %o veap the bonefits of Feod-
eral programs designed te ald owr oitl-
zens. I believe recognitln.tﬂ*!wt
amd aoction by the Comgress is tong
overdwe. Agaim, °

league from Oklelhon.@

Mr. WARNER. Mr. Presgident, as a
cesponser of this amené@menrt, 1 vise to
urgemyeo!leuuesto adopt Ms provi-
sions. I had previowdly cospemsored
the @enator from Okishoma's Tegista-
tion, 8. $95, which wowid mmp!lsh
tie purposes of this amendment, and
would also reduce benefits o zﬂm
living dbroad. The =average

“abroad has been receiving $23 dolhn
contributed,

for each fnllar compared
to the average American wage earner
recetving 95 for each $1 cantrtbuted.

“The purpases of the latter agpect of
8. 595 was adopted Ly the Senate Fi-
nance Commnittee in Their recommen-
dations Tor this bl 1 comomand Sena-
tor Locar and the members of the
committee for this action.

The Covernment Accounting Office
estimates that llegal allens In America
may be recetving fram $500 million an-
nually in social security benellis to
$2.4 bfllion ammually. When Americans
are agked to make the aacrifioes we are
asking In this daifficult compromise
package to save tbe sacial security
system, ‘how can we allow allans who
have worked illegally in this country,
who hawe perhaps prevented Ameri-
cans from receiving galnfil employ-
ment during this time of high unem-
ployment, to skim passftily $2 hillion
irom the depleted social security eof-
ers?

I anppland my friend, the Senatar
fram Oklahama, far isiroducing both
the legislation and this amendment {0
resolve glaning ineguities im the cur-
rent law. These ineguities no doubt
evolved unintentianally, but they asze
ineguities w/hish 1 am sure most
Americans 34l want aorrecited aow.

@ Mr. LEVIN. My. Prasident, I wsut 10

security systesn while they were ia this
country illegally.

il
i
3
|
g
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|
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i
§ g 4
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n this country
c tognl Basls, bocamse they were

illegally when they were working.
lhreanﬂe,nndcﬁomimntlt
would e posikie Sor an Individuat to
come into .this count:zy @llegally and
work Ser 49 yeass. Duning that estire
tiswe, they oowid hawe paid socdal secn-
rity taxes. They conld then @o heck t0

’8

al ean show that hre 15 & US. citizen, or
was onre a US, citiven but has refin-
quishred that status, or was once an
alien who has legally admttied to work

work. In the example I cited it 1s possi-
ble for am Individual got to meet any
of these oriterta. Speoificalty, el-
though the 78-year-old Individual sy
be im this country legally new, she or
he was sdnitted Gecauwe of family
bonds and not admitted “te work™ I
find it bbxrd 1o beliene that the suthors
of this amendment imtemded :this
effect, but it is iiee effeni, neverthe-
less.

Also, this amendment is confiscatory
because it wemnld prohihit the payanent
of any sociasl security bemefits which
are based on those werking perfods
during which they were I this coun-
try illegally. in this csse, the individu-
al would mot even be elble to receive
that portion of the social securtty
benefits which were made up totally
of their earlier ceninibmtéon into the
system.

I, therefore, oppose the adoption of
the Nickles amendment, ewen though I
share some of the frmatration amd
anger «f pepple with ¢he present
system anfl believe we should find
equitable ways of avoiding rewards or
gcomgennd; for dllegel immigra-

on.@

Mr. MOYNIHAN. Mr. President, 1
cannot speak for the Commmittee on #i-
nance but I sertainly kmow the senti.
ments of its members and that this is
a serious sabject. We have made @&
major provision in the sresent law
with respect to illegal a¥iens residing
abroad and receiving benefits, one
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which involves in effect taking from
them their employer contributions,
which were certainly a property right
as far as I am concerned, but we did
anyway. There is much to be learned.
The Senator from Wyoming has
spoken eloquently and calmly about
the complexities. We will address
those complexities in hearings and in
orderly legislation which this body will
not fail to take up, I am sure. There-
fore, Mr. President, without prejudice
to the provisions of the amendment as
such but because we do not know
enough about the subject and must
learn much more, I move to table the
amendment and ask for the yeas and
nays. .

The PRESIDING OFFICER. Is
there a sufficient second? There js a
sufficient second.

The yeas and nays were ordered.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk called the roll.

Mr. STEVENS. I announce that the
Senator from Indiana (Mr. QUAYLE) is
necessarily absent.

I also announce that the Senator
from Maryland (Mr. MATHIAS) is
absent due to an illness in the family.

Mr. BYRD. I announce that the
Senator from Arkansas (Mr. Bume-
ERS), the Senator from California (Mr.
CRANSTON), the Senator from Colorado
(Mr. HArT), the Senator from South
Carolina (Mr. HoLLINGS), and the Sen-
ator from Georgia (Mr. NUNN) are nec-
essary absent.

I also announce that the Senator
from Delaware (Mr. BIDEN) is absent
because of illness in the family.

The PRESIDING OFFICER. Are
there any other Senators in the Cham-
ber who desire to vote?

The result was announced—yeas 34,
nays 58, as follows:

[Rollcall Vote No. 34 Leg.]

YEAS—34
Bentsen Hecht Mitchell
B Heinz Moynihan
Bradley Inouye Pell
Chafee Jackson Proxmire
Danforth Kassebaum Sarbanes
Denton Kennedy Simpson
Dodd Lautenberg Specter
Dole Laxalt Stafford
Domenici Levin Tower
Durenberger Lugar Tsongas
Eagleton Matsunaga
Glenn ‘Metzenbaum

NAYS—58
Abdnor Gorton Percy
Andrews QGrassley Pressler
Armstrong Hatch Pryor
Baker Hatfield Randolph
Baucus Hawkins Riegle
Boren Heflin Roth
Boschwitz Helms Rudman
Burdick Huddleston Sasser
Byrd Humphrey Stennis
Chiles Jepsen Stevens
Cochran Johnston Symms
Cohen Kasten Thurmond
D’Amato Leahy Trible
DeConcini Long Wallop
Dixon Mattingly Warner
East McClure Weicker
Exon Melcher Wilson
Ford Murkowski Zorinsky
Garn Nickles
Goldwater - Packwood

CONGRESSIONAL RECORD — SENATE

NOT VOTING—8

Biden Hart Nunn
Bumpers Hollings Quayle
Cranston Mathias

So the motion to lay on the table
Mr. NickLEs' amendment (UP No. 92)
was rejected.

Mr. DOLE. Mr. President, I wonder
if we might agree to accept this
amendment based on the tabling
motion. I have discussed it with the
proponents and opponents of the
amendment. There is no similar provi-
sion in the House-passed bill.

I can ‘'understand some of the con-
cerns that have been expressed. 1
think even the author of the amend-
ment indicates thdt there is one area
that he is willing to address.

If we might do that, I think we could
take care of some of the concerns in
the conference.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment of the Senator from Oklahoma.

The amendment (UP No. 92) was
agreed to.

Mr. DOLE. Mr. President, I move to
reconsider the vote by which the
amendment was agreed to.

Mr. NICKLES. Mr. President, I

-move to lay that motion on the table.

The motion to lay on the table was
agreed to.

Mr. BYRD. Mr. President, I will take
a minute.

Given the importance of the legisla-
tion before us today, I would like to
take a moment to state for the record
the reason why my good friend and
colleague, Senator BIDEN, is not able
to be present for this session.

Senator BIDEN, as we all know, com-
mutes daily from his home in Wil-
mington to Washington. As his train
arrived this morning, he was greeted
by the news that one of his sons had
suffered a dislocated hip in a sports
accident at school and had been
rushed to the hospital, where he
needed to be put under general anes-
thetic to have the hip put back in
place.

As any good father or grandfather
would, Senator BIDEN immediately
took the next train back home and is
with his son now at the hospital.

I am happy to report that the Sena-
tor’s son is doing well, and I know that
we all wish him a speedy recovery.

I yield the floor.

The PRESIDING OFFICER. The
question recurs on the motion of the
Senator from Rhode Island, amend-
ment No. 88,

Mr. DOLE. Mr. President, will the
Senator yield for 1 second?

Mr. METZENBAUM. I yield.

Mr. DOLE. The Senator from
Kansas understands first the Senator
from Ohio, Senator METZENBAUM, has
an amendment pending. That will be
modified by an amendment by Sena-
tors PErcY, DixoN, and LEvIN. When
that is completed—and I understand
the distinguished Senator from Okla-
homa will speak in opposition to the
amendment—we have an amendment
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from the distinguished Senators from
Kentucky, Senators Forp and Hupbp-
LESTON., That will be followed by a col-
loquy between myself and the Senator
from Kentucky, Senator Forp. That
will be followed by an amendment by
the distinguished minority leader, to
which I am not certain there is no ob-
jection, followed by an amendment of
the Senator from Kansas.

I think, depending on the length of
debate, if we can just stay on this area
we might take care of a lot of the un-
employment matters now.

UP AMENDMENT NO. 88, AS MODIFIED

Mr. METZENBAUM. Mr. President,
I have an amendment pending at the
desk and I now ask unanimous consent
that I be permitted to send a modifica-
tion of that amendment to the desk
with the understanding that the Sena-
tors from Illinois and the Senators
from Michigan may be permitted to
reinsert the language which will be de-
leted from my amendment by modifi-
cation, and without unanimous con-
sent being granted I am informed that
it would violate the rules of this body,
and it is for that reason that I ask
unanimous consent.

The PRESIDING OFFICER (Mr.
CocHRAN). Is there objection to the re-
quest? The Chair hears none, and it is
so ordered.

Mr. METZENBAUM. Mr. President,

T send an amendment to the desk on

behalf of myself, Senators R1EGLE, and
LEVIN,

The PRESIDING OFFICER. The
clerk will report the amendment, the
modification.

The assistant legislative clerk read
as follows:

The Senator from Ohio (Mr. METZENBAUM)
proposes a modification to his amendment
numbered UP 88. :

Mr. METZENBAUM. Mr. President,
I ask unanimous consent that further
reading of the amendment be dis-
pensed with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment, as modified, is as
follows:

On page 236, line 7, strike out “30” and
insert “25",

On page 236, line 9, strike out “40” and
insert “35”.

On page 237, line 9, strike out “30” per-
cent, 40 percent, 50 percent, and insert “25
percent, 35 percent, 50 percent”.

On page 237, line 12, strike out the quota-
tion marks and the second period.

On page 247, between lines 12 and 13,
insert the following:

‘“(9) Any interest otherwise due from a
State during a calendar year after 1982 may
be deferred (and no interest shall accure on
such deferred interest) for a grace period of
not to exceed 9 months if, for such calendar
year in which the interest was due, the
State had an average unemployment rate of
13.5 percent or greater.”.

Mr. METZENBAUM. Mr. President,
the purpose of this amendment and
the modifications which are to be sug-
gested, which are to be offered, in a
second degree by the Senator from I1-
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Iinois and the Senators from Michigan
and, I believe, the Senatars from Ken-
tucky as well, deal with a prahlem that
has arisen by reason of the lnans that
have been made hy the States fram

Bl
k

calendar year
with the ataff qn that subject.

year used for a determinatinn on fe-
ferrad of the nterest owed In that
year.

Mr. METZENBAUM. 1 thenk the
Senator from Kansas,

perind ismmediately preceding

on ‘wivich the interest s ot herwise due.
I hepe the Sesiate will see it to

sdopt the smendmest ot 1T
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fellow midwesterner from Ohio far
yielding for this purpase.

UP AMENDMENT NQ. 93 TO UP AMKSDMENT MO

8 AS MQDIFIED

(Purpose: To provide that deferred interest

‘wheltl mot be sulsect 20 further inderest)

Mr. PERCY. Mr. President, I send
an amendment to the @esk end ask for
s immeriiate comsiderstion.

The PRESIDING -OFFICER. The
dierk will repoert the amendment.

The assistart legidistive clerk read
as follews:
_ “The Senater fsom Finols (Mr. Pancy), for
Simmelt, Mr. Drmow, Mir. Miscammaves, Mr.
Mr. Guww, Mr. Boscowunrz, Mr.
Mr. Hynmaxsees, Mr. Reawoiern, and
SirECEER, Rropases an ungwinisd -ansewd-
ausabemnd £8 40 M.
Srinted amandneant numbered 88.

i}

i

Mr. PERCY. Mr. Frosident, 1 aak Rlaced
that forther

|

ocansent nend-
2‘&‘ the amendmeat be disgpemsod

The PRESIDING OFFICER. With-
out sbjeation, it is 80 ardered.

The amendment 1s a8 Iollows:
Al the end of the amendment afferad by

Benator Yram Dhio add the fallowding:
On mage 235, lines 12 through 14, strike

shocking.
When other States stayed stable
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throughout the gountry, Illinois went
up again last month. We are at 13%

percent, and 13% percent of our wark-

The aeveonily of the State’s employ-
Thempasn t?lw to testify
mr&hb—xﬁme&ém
Commitice Lo ask far samse temperary

sskad far my keip and the help of Sen-
ater Dizow in clissinsting

this
reasoR, I eppose atienapis 60 ediminate
or defer indefiniiely s tncentives for
fixing the Stetes’

In 1981,

. of sttepling to balance tive contiict-

ing necds. ¥t mas our Tesponsibility te
make sare that the FMederall trust fund
remains fiscally sssmd se that it can
m:hsmmmtmm
needs af high weemglepsment States.
Uneeaessary

high rates of
unemployment and severe economic
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problems which made them least able
to repay their debt in the foreseeable
future.

In the Omnibus Budget Reconcili-
ation Act of 1981, Congress enacted
legislation calling for 10 percent inter-
est payments on new net borrowing
which was intended to decrease bor-
rowing from the Federal Government.
In addtion, some relief was made avail-
able to States with high unemploy-
ment problems by allowing employers
to qualify, under certain conditions,
for a cap on the so-called penalty tax.
When the legislation reached the
Senate floor, I offered an amendment,
along with my colleague ALAN DIXON,
to enable the State of Illinois to quali-
fy for this relief, and the issue was ul-
timately resolved on the floor.

Since that time, economic conditions
in my State have deteriorated. The
1982 unemployment insurance defict
in Ilinois was $800 million and, even if
the State had paid benefits at the
level of the national average, our
higher unemployment rates still would
have caused a deficit, estimated to be
about $545 million. This is in spite of &
substantial effort to redice the costs of
the State system by enactment of a
$500 million package in 1981 of in-
creased taxes and reduced benefits.
Additional efforts are underway in Illi-
nois right now to further tighten up
our system.

Governor Thompson, business,
labor, and State legislative leaders,
have been meeting over the past 4
weeks in Chicago and Springfield to
fashion a new package of higher taxes
and reduced benefits in order to limit
as much as possible additional borrow-
ing. I know our Governor met in Chi-
cago with Chairman DoOLE on January
19, with other Governors in at-
tendance, as well.

The elimination of the compounding
of interest on Illinois’ debt will save
the State an estimated $40 million
gver a 4-year period. The remaining 10
percent interest on the debt will still
place a heavy burden on the State—a
burden which is more than is really
needed to encourage it to fix its unem-
ployment system.

I hope the conference can look at
this point and consider reductions in
the level of interest payments.

However, this $40 million savings
represented by the pending amend-
nl:ent is a first step in the right direc-
tion.

I urge my colleagues to support it.

Mr. DIXON. Mr. President, I wish to
thank my warm friend and distin-
guished senior colleague for those fine
remarks. I am honored to cosponsor
with him this amendment which is sig-
nificantly important for our State.

Mr. President, I would like to take

this opportunity to thank the distin-
guished chairman of the Finance Com-
mittee, Bos DoLE, for his attention to
the critical problems of my State of Il-
linois, as well as others, which have in-
curred a substantial debt to the Feder-
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al Government for unemployment in-
surance.

As we all know, there are many rea-
sons for these debts, and the solution
to solvency is not a simple one.

I wish to say to my distinguished
friend from Louisiana, who has been
kind enough to listen to my concerns
in regard to this problem in my State
and many similarly situated States,
that through the leadership of our
Governor and the State legislature, in
cooperation with labor and business
leaders, we are working on the final
details of a package of $1.151 billion in
tax increases and $777.3 million in
benefit cuts to shore up this system.
Now, that is a pretty bitter pill to
swallow. It will be introduced as an
amendment to House bill 327, which is
currently before the Illinois State
Labor and Commerce Committee. This
is in addition to $500 million in re-
ggced benefits and increased taxes in

81,

This is a major change, Mr. Presi-
dent. But it is necessary in order to
show the Federal Government that
our State is making a substantial
effort to meet a very substantial prob-
lem. I do not want to leave the impres-
sion that Illinois has been irresponsi-
ble, for we have not. Our tax effort is
well above the national averge—27
percent above and 12th in the Nation
to be exact. But we are also third
among 10 large States in unemploy-
ment, with a 13.5 percent rate in Feb-
ruary. The length and depth of this
recession is something that was never
figured into our unemployment insur-
ance system. It is designed to have
some surplus in good times to carry
States through during the bad. But
the bad times have endured longer
than that system could support.

I believe that any assistance that the
Federal Government can offer to the
31 borrowing States should be, in
effect, a partnership of responsibility.
The States should show a goodfaith
effort at making change in their sys-
tems which will contribute to im-
proved solvency. Unemployment is a
national problem—it is not the sole re-
sponsibility of States and local areas.
Our economic difficulties affect each
State, and have an impact on the
world .economy as well. Therefore, it is
right for the Federal Government to
be involved in aiding States to pay
back their debts.

We are not asking for forgiveness of
these debts. We are asking for a rea-
sonable way of allowing us to pay
them, a way which will not jeopardize
the overall recovery effort. If we tax
businesses to the point where they
lock their doors and lay off more
people, rather than hiring those al-
ready out of work, unemployment will
increase and the overall solvency prob-
lem will be exacerbated. If we cut
benefits to the point where people
cannot meet even their most basic
needs, then the system is no longer
doing what it should.
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The amendment proposed by Sena-
tor Percy and myself,’ as well as
others, would improve the package of
assistance being proposed by the Fi-
nance Committee. It would eliminate
the accrual of interest on the interest
payments being deferred under the
plan. This will mean a savings of that
interest on interest of $30 to $40 mil-
lion for Illinois, over the 3 years.

Again, I commend my friend from
Kansas for addressing this critical
problem, and for keeping further op-
tions open to improving this package. I
have never seen Senator DoLE duck an
issue of grave importance that has
been within the purview of his com-
mittee, and some of those issues have
been tough to address.

Mr. President, I also wish to thank
my colleague, my colleague and warm
friend from Louisiana, the ranking
member, RUSSELL LoNG; and my col-
league from Ohio, who has accommo-
dated us.

I earnestly hope that the Members
of this body will support us in this
effort to help those very tragically af-
fected major States of this Union
which have suffered under a terrible
burden of high unemployment for a
great many months.

Mr. HEINZ. Mr. President, I rise in
strong support of the amendment of
the Senator from Illinois, Senator
PERCY. I agree with him in every re-
spect in his excellent analysis of the
situation of States like Illinois, Penn-
sylvania, and others, that are bur-
dened heavily with the costs of this re-
cession, where people have been
forced out of work for longer periods
than we have experienced in our
recent memory.

His amendment will eliminate the
interest on the interest, the com-
pounding. Frankly, in my judgment, it
is a very small step we should take to
improve the Finance Committee pack-
age.

I particularly want to emphasize his
point that it would be extremely help-
ful to States like Pennsylvania, Illi-
nois, and other of the urban, industri-
al States that are having to set their
houses in order, if the interest that is
now 10 percent by statute could be
further reduced.

It is my understanding—and 1 would
like the attention of the chairman of
the Finance Committee if he would be
so kind to respond to some questions—
that in 1983 there would be a revenue
loss or additional borrowing to the
Federal Government somewhere in
the neighborhood of between $230 mil-
lion and $320 million. Does the Sena-
tor from Kansas know if that is ap-
proximately correct, depending on the
number of States?

Mr. DOLE. I am advised that is ap-
proximately correct.

Mr. HEINZ. In 1984 there would be
a favorable impact on the Federal
Government in the way of reduced
borrowing of somewhere between $700
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million and $1.025 bildon. Is that
about eorrect?

Mr. DOLE. 1 am advised thet is
about correct, yes. Keep in mind that
such an effect will only oocur if State
legislatures make certain reforms in
the Ul programs. ~ .

Mr. HEINZ. And, again, in 1985
there would agaln

is only in 1984 that there would be any

unfavorable resulis, somewhat mini-

mal, somewhere between $180 milllon

and $75 milllon unfavarahle cash flow

for the Federal Government. 1s that
arrect?

would
have z reduction of some $40 mifion
and the impact, that the Federal Qoy-
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would understand that if we were to
open the door too far, we would take
all the pressure off from all the States
to take actions thet are to
keep their financial houses in order.
Over the past 3

These were. changes that were long
overdue. In fact, we went for scase 49
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standing we not make this a recurring

situation year after year to do that.
The PRESIDING OFFICER. The

Senator fram Ohio.

concerns, voicing them.

Certainly, we share those concerns
and we look forward to with
him o see to 1t that we de mot have to
retwre time after time for the same

“kind of\special consideration.

Mr. BOREN, Mr. President, 1 thank
the Senator from Ohde. I might just
ask the sendor Senator fram INinois—
the other part of the amendment envi-
sicved in the change from the 50 down

lems if we only provided this
of the componnding of

for, say, 2 2-year
able to defer for 4 yesrs, but give us a
chance to 1pok at this agatn in 2 years?
grm;vm\!thhmm an undue prob-

The ecompounding campounds
the problem, obviously. Emnetionally,
as I explained privately to my distin-
guished colleague, this has been
source of greai agitation end econcern.
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I think this step alone—I hope in con-
ference, we can look at the rate we ac-
tually do charge. Even with adoption
of the amendments before us, Illinois
will have $70 million in interest alone
added to its debt owed the Federal
Government next year. Compounding
of this interest would place excessive
and unnecessary burdens on a State
already under tremendous strain.
Given these factors, I hope we would
not eliminate compounding for only 2
years.

Mr. BOREN. Will the Senator yield?

Mr. PERCY. Yes.

Mr. BOREN. There is not a provi-
sion like this in the House bill, is that
correct, at this-time?

Mr. DIXON. There is not.

Mr. BOREN. Therefore, in terms of
the proposal we are talking about now,
there would be no possibility that the
figures would come out of the confer-
ence any less stringent; the least possi-
ble stringent standards that would
come out would be the standards in
this amendment, is that correct?

Mr. PERCY. Yes. I point out, Mr.
President, that the compounding
figure we are talking about does not
kick in until near the end of 1984.

Mr. BOREN. Mr. President, I appre-
ciate the comments that my colleagues
have made. I did come to the floor be-
cause: I am concerned. As I say, we
have made such progress in the Com-
mittee on Finance on this subject, I
think it is something we do not want

_to engage in a massive retreat from. At
the same time, I do not think that we
should take the position that we are so
locked into what we have done in the
past that we shall not consider the
suffering that is going on in parts of
this country right now.

I know the people in my State have
been fortunate. We are one of the two
most fortunate States in this category.
1t is also partly because we have had
the most massive changes in our un-
employment compensation laws. That
is part of it, too, at the States level.
We have completely rewritten our law
in the past decade.

We do have a strong feeling that we
are a part of this country and that we
cannot stand by and have others suf-
fering in other parts of the country
without its ultimately reflecting on
our own people. We do want to be
helpful to those in other parts of the
country.

Mr. President, I shall just say I am
not going to lodge any objection. I
shall not ask for any rollcall. I shall
not oppose this amendment. I appreci-
ate the sensitivity that my colleagues
have expressed to the need to keep the
system stringent so that we do not just
open the doors so widely that States
no longer have an incentive to take
action. I hope that we can hold this at
this point now and that we shall not
see further attempts in the future to
weaken the standard.

1 appreciate the time of my col-
leagues, but I did think it wise that we
have an airing of this. I can say to all
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of them that they have been very ber-
suasive and forceful in the arguments
that they have made. I am sure the
people in their States appreciate the
efforts which they have made here, on
the floor, in their behalf.

Mr. METZENBAUM. Mr. President,
1 think we are going to concur on this
matter. I think there is pretty general
agreement that it is a good amend-
ment. Do I understand the Senator
from Michigan (Mr. LEvIN) wishes to
be recognized to speak on this matter
on which he is a cosponsor?

The PRESIDING OFFICER. The
Senator from Michigan.

Mr. LEVIN. Mr. President, let me
just thank my friend from Oklahoma
for his usual reasonable approach on
this. As he knows, we spoke on this in
private and after this amendment is
accepted and adopted, I shall be offer-
ing an amendment which does the
same as the earlier act, avoiding com-
pounding the interest on the tougher
act, which we adopted a few months
ago—just as the Percy-Dixon-Metz-
enbaum-Heinz amendment would
avoid compounding it on this act.

1 just wanted the Senator to know
that I shall be offering that. I do
thank him very much for his position.

Mr. BOREN. I thank the Senator
very much. I do understand his
amendment is the same. For the rea-
sons already stated, I shall not be
lodging any objection to that amend-
ment.

Mr. DOLE. Mr. President, I also
commend the distinguished Senator
from Oklahoma because, as he indicat-
ed, we have made some substantial
progress in the Finance Committee.
We relied, I say for the record, large-
ly on the expertise of the Senator
from Oklahoma in this field. We ap-
preciate his assistance in the commit-
tee and his constructive remarks on
the floor today.

Let me reassure the Senator from
Oklahoma and other Senators, be-
cause there are some States that are
not borrowing, we cannot continue
taxing nonborrowing States to take
care of those who are borrowing, even
though some of the borrowing States
are among the hardest hit—Ohio, Illi-
nois, Pennsylvania, Michigan—by the
recession and high unemployment.

When I met with some of the Gover-
nors in Chicago earlier this year and
later here in Washington, the de-
mands they made were great. They
wanted iInterest forgiveness; they
wanted reduced interest rates; they
wanted no compoynding on interest—
we have agreed on that—they wanted
forgiveness of old loans, and they
wanted to apply mandatory payments
to interest-bearing loans before repay-
ing old loans. They had a laundry list
that would not stop.

It seems to this Senator we can try
to accommodate some of their con-
cerns, because many States are in a
real financial bind. However, many
States, particularly Michigan, Louisi-
ana, and the District of Columbia,
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have made rather Draconian changes
in their systems. They stand as exam-
ples to such States as Pennsylvania
and Ohio. There can be some relief
without abandoning the principle of
tightening up the State programs.
That is what we tried to do in the Fi-
nance Committee proposal.

I think we should encourage States
to continue to make changes as Illinois
is about to do. I understand that in a
few days, based on the agreements
reached by the political leadership in
that State, organized labor, manage-
ment, and others, Illinois may enact
some real reform.

I assure the Senator from Oklahoma
that there is no effort here to abandon
what we believe are some of the most
important changes in the UI field in
many years—the Omnibus Budget
Reconciliation Act of 1981 reforms.

Mr. President, I have agreed to sup-
port the amendment offered by the
Senators from Illinois and the Sena-
tors from Pennsylvania even though it
represents a liberalization of the inter-
est requirements enacted as part of
the Omnibus Budget Reconciliation
Act of 1981. The Percy/Dixon/Heinz/
Specter amendment removes the re-
quirement that interest be charged on
the interest deferred as a result of the
6-year deferral which is provided
under this bill.

There is no doubt that this amend-
ment will have a fiscal impact. The
Federal Government will forego the
collection of interest on deferred inter-
est and this is a sum which will never
be recouped. The record should indi-
cate that is what will happen.

However, it is my view that the big
borrowing States may need additional
encouragement to bring their pro-
grams to solvency. These States also
may need additional time before the
payment of large sums of interest to
the Federal Treasury. The loan and
interest relief provisions of S. 1 do pro-
vide the additional incentives and time
for States to reform their State pro-
grams. Unfortunately, economic condi-
tions in those States have been such
that the payment of a large interest li-
ability could be crippling to the
reform effort itself.

The Percy amendment, preventing
the accrual of interest on deferred in-
terest, would result in a major benefit
for the big borrowing States. Interest
will still be paid by the States on the
original borrowing, however, they will
be relieved of the burden of a con-
stantly growing interest liability.

This is a major amendment provid-
ing substantial relief. It represents a
concession on the part of all taxpayers
in nonborrowing States—the very
point the Senator from Oklahoma
made.

I trust, as we have already had some
indication, that my colleagues repre-
senting the borrowing States will rec-
ognize this concession and that they
will make an effort to encourage their
States to accept this relief and go
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about the busincas of reforming the
State systems.
I understand that a number of Sena-
tors wish to cosponsor this smend-
jnciuding Senatorss Dossw-

terest rate that the Federal Govern-
mentm‘;wthenlvmtmm:\o-
serves thelr unemployment ao-
counts deposited with the U.S. Treas-
ury. The rate charged to the States is
capped at 10 percent. Thus, the Siates
are charged a fair interest consistent
with the interest rate paid by the US
Government.

80 1 would say to Senatars that I re-
alize that they are going to have in-
qQuiries from their Governers and
others as to why we cannot get the in-
terest rates down.

Well, we suggested to the Governors
that if we could pay them less interest
on the reserves, meybe we could
charge less interest on barroWwing, but
gh;.tdidnotseemtormmedxht

ell.

1 want o assure everyane that we
believe we have provided some reMef
to the States who face a difficult time
and serfous unemployment problemsx.
At the same time we have not gone
overboard on relief. We know there
are other States watehing what we do
to see if we are discriminating againwt
States who refused to borrow but
chose instead to tighten their pro-
grams.

The Finance Committee reported a
respomsible loan and interest veltef
provision which s deserving of the
support of the full Senate. The com-
mittee developed a plan which winl
allow a State to spread the interest it

-Colmmbia, Puerto
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year 1988 and $463 miilion {n fisenl
year 1984. The partial

veney.
Some background may be heipful to ¢

put this whole issme in

‘Twenty-six States, plus the District of
Rieo, and the Virgin
Islands have totally
unemployment benefit reserves. These
Jurisdictions have received Federal
loans of over $11

unesmployment trust fand
Irmvﬁdxlnt::’om:nmdeh
also imsalvent omera]l Treamiry
borrowing

|

and mid-1970s, 25 Ststes
tions depleted their trust
serves and required advances

owes o borrowing from the Federal benefits,

Government over a 5-year period. The
State can also qualify for a reduction
of 1 percent in the interest mmte
charged on boarrowing. Additionally, a
State which does not qualify for the
full cap on the loss of Federal unem-
ployment tax (FUTA) credit may now
qualify for & partial cap,

Some action an the State’s part for
this relief is, of course, necessary. The
Finance Caommittee proposal reguires
States to make progress toward solven-
cy of 30 percent the first year, 40 per-
cent the second year, and 50 percent
the third year to qualiy. Senator
METZENBAUM'S amendment changes
those levels to 25 pereent and 35 per-
cent. If the State makes an efort to
reach solvency which increases those

al budget impact. The ioss fo interest
paid to the Federal Government eouid
total as much as $319 million in fiscal

Under the law in effect In the 19797,
it made good fiscal sense for a State to
borrow from the Federal Government
to meet benefit costs. After all, the
loans were interest free and repay-
ment was not required for up to 2 to 3
years after the loan was made. A
State’s employers were supposed to ex-
Derience a loss of the credit against
the Federal unemployment tax, but
Congm-panodmdelmotﬂle
offset. Credit reductions were not -
posed for losns outstending from
1975-88. Finally, credit reductions
were effected and, as of Janusry 1,
1983, 16 States and fuarisdietions are
experiencing credit reduetions.

Congress

States sre seeking to escape this pear.
First, interest of up (o0 10 percent is
now charged on loans made after April
1, 1882, except those classified as
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“cash-flow.” Second,

provisions, some 22
States have made changes i thelr

vsmmmmm.a

free. The

wing contributes
to the deficit and Js thus pessed on te
every taxpayer.
The Finance Commitice proposal re-
sponds to the needs of the debtar
States, but it does not igmore the sol-
vent States. Further
may be proposed en the floor or sug-
gested in conference comld upset the
balance which the Finanse Commitice
hua&tamptedtomm
States Lo escape interest eharges effec-
tively farces the States with fiscally
sound programs to subsidise States
that fail to balance benefit expendi-
tures against tax revennes. :
Providing relief {0 States simply on
the basis of anemployment rates
higher than the national swerage ig-
nores the fact that s number of States
with high unempioyment—Orepon
and Alssks, for exsmple—have not
borrowed but have instead reformed
their programs to bring outiays and
expenditures closer into balance.

lJoan amd interest
with no for-
ther changes. We are clese to the
point at which the administration may
Just refuse to approve loan and inter-
est relief at all. Let us not jeoperdize
what we have accomplished.
Mr. SPECTER addressed the Chair,
The PRESIDING OFFICER. The
Secnator from Pennsylvania (Mr. 8rac-

TER).
Mr. SPECTER. Mr. President, 1
thank the distinguished Senator from
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Kansas and the distinguished Senator
from Oklahoma for their comments in
support of these amendments which
will provide significant relief for
States like Pennsylvania, Michigan, Il-
linois, and Ohio.

After listening to the debate on the
subject this afternoon, I should like to
briefly comment that there is more in-
volved in this issue than the reform of
unemployment compensation pro-
grams. The central problem arises be-
cause of the very, very high unemploy-
ment levels in States like Pennsylva-
nia, Ohio, Michigan, and Illinois. That
is the central issue for which we have
not yet found an answer.

Two months ago, when the unem-
ployment rate nationally declined
from 10.8 to 10.4 percent, the unem-
ployment rate of Pennsylvania in-
creased from 12.9 to 13.7 percent. We
truly face a national problem. The un-
employment rate in Pennsylvania
turns significantly on the serious situ-
ation in the American steel industry,
which is compounded by the problem
that the Government has taken inef-
fective stands against dumping by for-
eign importers. The International
Trade Commission shows that subsi-
dies of British steel were in the range
of $250 a ton, but compromises were
worked out on that issue largely in
recognition. of foreign relations be-
tween the United States and Great
Britain and the implications of the
North Atlantic Treaty Organization.
The impact of automobiles turned on
relations between. the United States
and Japan. This is truly a national
problem where some States as a result
of a great many factors have incurred
great disadvantages. )

The central factor of this unemploy-
ment compensation problem is the un-
employment rate itself. So that when
the distinguished Senator - from
Kansas relates to the comments about
the laundry list that the Governors of
a number of States have presented,
they are talking about some very seri-
ous long-range problems which may
have to be addressed on another day.

I thank my colleagues from States
which have not incurred this kind of
problem for their consideration, and I
think that the step taken on the ab-
sence of interest, on the compounding
factor, and the delay of interest is a
significant step forward. However, we
cannot lose sight of the underlying
problems and the necessity for a na-
tional approach to this problem which
has resulted in some States being hit
harder than others. The problem is-far
beyond the control of those individual
States and to a significant extent is be-
cause of national objectives on foreign
policy resulting in national policies
which worked to the disadvantage of a
few States like Illinois, Michigan,
Ohio, and Pennsylvania.

Mr. President, I yield the floor.
® Mr. BOSCHWITZ. Mr. President, 1
rise to express my support for Senator
PERCY’s amendment. I am a cosponsor
of his amendment because I feel it is
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necessary to offer some relief to States
who have experienced high unemploy-
ment for a long period of time; 29
States are now borrowing from the
Federal unemployment trust fund be-
cause they do not have the money to
pay the unemployment ¢laims. Over
225,000 Minnesotans are unemployed,
with over 125,000 in actual claim
status. The drain on the financial
system has been enormous.

Minnesota requested $43 million for
the month of March, and due to the
shortfall in the trust fund received
only $18 million. Hopefully we have
resolved this problem by passage of
the supplemental appropriations bill,
but Minnesota will still have an out-
standing loan of $400 million by the
end of this month.

To put this in perspective—Minneso-
ta’s tax collections for the UI program
are projected to be only $200 million
this year.

According to the State’s department
of economic security, they are paying
10 percent interest on $208 million
this year, plus paying the three-tenths
of 1 percent penalty from last year.
This penalty adds another $25 million
to the bill. .

The amendment now being offered
would partially relieve States like
mine, by eliminating the requirement
that States pay interest on the inter-
est charged them. This will save Min-
nesota several million dollars.

I also am strongly supportive of the
work the Finance Committee has done
to help out the States who are borrow-
ing. Their proposal to allow deferral of
payments to States who have made
honest efforts to resolve their finan-
cial difficulties is a welcome step. I ap-
preciate Senator DOLE'S cooperation
and responsiveness on this issue.

I believe that the Finance Commit-
tee’s efforts, along with this amend-
ment, will go a long way toward put-
ting State Ul programs into the
black.e

Mr. RIEGLE. Mr. President, I rise as
a cosponsor of the amendments of-
fered by my colleagues from Michigan
and Ohio. These amendments consti-
tute modest but important relief for
high-debt States devastated by the re-
cession.

Nowhere have the disastrous effects
of this recession been felt more keenly
than in my State of Michigan. Michi-
gan has sufferd double-digit unem-
ployment for 38 consecutive months.
In order to pay unemployment bene-
fits to its jobless workers, Michigan
has incurred a debt to the Federal
Government that exceeds $2.3 billion.
Michigan is forced to pay over
$216,000 per day in interest charges
alone. Estimates indicate that Michi-
gan will owe almost $275 million in in-
terest charges during 1983-86. Michi-
gan is a proud State struggling to re-
cover from the economic agony that it
has suffered. It has enacted rajor re-
forms in its unemployment insurance
laws to accelerate the repayment of its
debt. The staggering interest charges
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it faces, however, make its recovery ex-
ceedingly difficult. The interest relief
embodied in the Metzenbaum and
Levin amendments will help speed the
recovery in Michigan and other indus-
trial States.

The Metzenbaum amendment pro-
vides a 9-month grace period for inter-
est payments due on October 1 for
those States whose unadjusted em-
ployment rate for the prior 12 months
equals or exceeds 13.5 percent. This
provision will benefit those States
which continue to suffer exceedingly
high unemployment by granting them
more time to raise additional revenues.
While it does not forgive the interest
payments due, it provides needed
relief for high unemployment and
high debt States such as my own.

The Levin amendment permits a
waiver of all interest assessed on
amounts permitted to be deferred
under the Tax Equity and Fiscal Re-
sponsibility Act of 1982. This provision
simply mirrors the interest waiver
that other States will receive on
amounts they can defer as a result of a
provision in this bill. Estimates indi-
cate that this interest waiver will save
Michigan $11.3 million during 1984-86.

I urge my colleagues to join me in
support for these important amend-
ments.

The PRESIDING OFFICER. Is
there further debate on the amend-
ment of the Senator from Illinois?

Mr. METZENBAUM addressed the
Chair.

The PRESIDING OFFICER. The
Senator from Ohio.

Mr. METZENBAUM. As I originally
indicated, this amendment was a part
of the original amendment. It obvious-
ly has good support on the floor. We
appreciate the consideration given to
it by the Senator from Oklahoma. I
am prepared to accept the amend-
ment.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment.

The amendment (UP No. 93) was
agreed to.

UP AMENDMENT NO. 94 TO UP AMENDMENT NO.
88 AS MODIFIED
(Purpose: To provide that no interest shall
accrue on any deferred interest.)

Mr. LEVIN addressed the Chair.

The PRESIDING OFFICER. The
Senator from Michigan.

Mr. LEVIN. Mr. President, I send an
amendment to the desk and ask for its
immediate consideration.

The PRESIDING OFFICER. The
amendment will be stated.

Mr. FORD. Parliamentary inquiry,
Mr. President.

The PRESIDING OFFICER. This is
an amendment to the amendment of
the Senator from Ohio.

Mr. METZENBAUM. Correct.

The PRESIDING OFFICER. The
amendment will be stated.

The assistant legislative clerk read
as follows: -
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The Senator from Michigan (Mr. Lxvew,
for himself, Mr. Rz, sad Mr. Mers

ENBADM), proposes 28 ungrinted amendwment.

numbered 84,

Mr. LEVIN. Mr. President, I aak
unanimous consent that further read-
?v!l:h.o‘ the amendinent be dispensed

The PRESIDING OFFICER. With-
out objectian, it is so ardered

The amendment is as follows:

On page 237, beiween lines 14 and 15
insert the following: (c) Sectlon 1202
(BXBXCXKY) of the Social Security Act is
amended by striking the matter thet foleows
clause (II) and inserting “Me imterest. shall
accrue on such deferved interest.”

Mr. LEVIN. Mr. President, this s &
second-degree amendment to the
Metzenbaum amendment, and I be-
lieve it is acceptable to the committee
and acceptable to Senatar Mrrer-
ENBAUM. '

A few months ago, Mr. Prexident, we
agreed (o defer intevest wnder
circumstances on loans from

interest under other etreuunstances for
other States for loans from

funds. We have just sgreed to the
Percy-Dixon-Metzenbaum  modifiea-
tlon which says that on the. deferved
inlerest we will not be cempounding
interest, we will not reguire
States to pay interest on inierest.
amendment which I have t
the desk does the same thing
deferred interest under the
we just adopted a few m
called the Tax Equity and

]

faEnai
o5 Er el

£
1

mIsr t:ud:l{t Just gquickly that
S8y my
State of Michigan, which benefited

taxes by $2 bfilion and cut heriefits hy
$1 billion. It is the kind of Draconian
action which the ehafrman hes ve-
ferred to. We have taken that bitter
medicine. .

‘We are very appreciative of the work
of the chairman of the ¥mnance Com-
mittee in working this ont with ns. He
has been extremely accommodating, 1

ment, for working through this proo-
es with us. We have worked wery
closely with him, as we have worked
very ciosely with Senstor Doix. He s
the primcipal cospomsor alang with
Senator Ramx of ey modification to
his amendment. I amn very bappy that
he has agreed $0 go at it in this way,
and again my thanks to the chairman
of the Finance Committee.
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The

PRESIDING OFFICER. The
Se&:.tortrommuo.

dent’s budget assumptions and pro-

vVided by the US.

Labor, dated March 1§,
that

berrowing sbout $1.1 bitllen in 1083
$816 miltion in 1084, $508 million in
1983, $294 mfition In 1908, down to $87
miltlon in 1987, and sero In 1998,
These figures tak®
substential reforms enacted by the
State legidiature In December 1082

under the leadership of then Gov. Bfi} .
Mfltken

These DOL figures are based on as-
sumptions, but they de indieate the
magnitude of the changes made n
that State. They also provide an Indi-
cation of why we believe we are fusti-
fied in prowiding some reléef for States
like Michigan, which have made such
drastic ¢changes.

[ The
question & on agreeing to the amend-

ment. .
The amendment (UP No. 64) wes
agreed to. .

has done that which he felt necesary
in order 10 setid a strong snd loud mes-
sage to the States, as well as 0 see to
it that the States do try
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ed that that information had a kind of
canfidentiality about f#t, which I
cammot understand. They talked about -
it being State sensttive.

fThave b

Having gotten that off my chest, Mr.
President, I am happy to proceed with
action on this amendment.

The PRESIDING OFFICER. Is
thare?turther debate sn the amend-
ment

The guestlon is en agreeing to the
amendment.

The amendment (UP No. 88), as
amended, was agreedto.

m.mmmm.maem.
I move to recansider the vete by which
the amendment was agreed to.

Mr. DOLE. 1 move to lay that
motion on the tahle, -

The motion to lay an the tshle was
agreed to.

Several Semators addressed the

The PRESIDING OFFICER. The
Senator from Ohio,

Mr. METZENBAUM. Mr. President,
I had omitted ene matter. I ask unani-
mous consent that the name of my col-
league fram Ohio, Senator Grrwn, be
added as a cosponsar of my amend-
ment. .

The PRESIDING OFFICER. With-
out ohjection, it is s0 ardered.
P AMENDMENT B8, 95

(Purpose: To change the date sfter which o
State solvency action must have beem taken)

Mr. FORD. Mr. Isend to
the desk an amendment on behalf of
myself and my

Senator
Hunnexstom, and I ask for its iememedi-
ate conslderation.

The bili clerk read as fallows:
murﬂ-m&h).
for iimngeid snd Mr. Husstasson, proposes
an anprinted amendaent mumbered 96.
Mr. FORD. Mr. President, I sask
unanimous consemt that reading of the
amendment be dispensed with.

The PRERIDING OF With-
out objection, it ts 0 exrdered.

The amendment is as follown:

On page 283, Mne 38, strike owt “Oectober
1” and imsert “March 33,
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purposes of allowing States to partici-
pate in the unemployment loan inter-
est deferral program if a sufficient sol-
vency effort is undertaken.

This will enable Kentucky, which on
April 1, 1982, approved tough legisla-
tion saving money in its unemploy-
ment compensation system, to qualify
for the loan deferral provisions in this
bill. Kentucky’s April 1982 legislation
retroactively increased employer taxes
as of January 1, 1982, and prospective-
1y reduced benefits as of July 1, 1882,
The result of this legislation, accord-
ing to February figures from the U.S.
Department of Labor, is that Ken-
tucky employers now have the highest
average tax rate in the Nation as a
percent of taxable wages and the fifth
highest average tax rate as a percent
of all wages. -

The provision in the Finance Com-
mittee bill which allows States to
defer interest payments that are due
on October 1, 1983, is designed to
assist States that have made a major
effort to find savings in their unem-
ployment compensation system, but
that because of the continued reces-
sion still must borrow from the Feder-
al Government. )

The Senate Finance Committee bill
would allow States to qualify only if
they made changes in their unemploy-
ment compensation system after Octo-
ber 1, 1982. Kentucky made changes in
1982 before the October 1 date. Those
changes were substantial and repre-
sented tremendous sacrifice from both
employers in the State of Kentucky
and unemployment Compensation
beneficiaries. Kentucky has taken re-
sponsible action to strengthen its un-
employment compensation system. It
remains frustrated by continuing high
unemployment that has unexpectedly
forced the State to borrow funds from
the Federal Government. Like other
borrowing States, Kentucky is having
a very difficult time paying the new
interest charges on those borrowed
funds.

Unlike other States, Kentucky has
the unique problem of not gaving
funds to make the full October 1, 1983
interest payment. This situation has
arisen because the Kentucky Legisla-
ture is the only legislature in the
Nation that does not meet in regular
session in 1983 during which funds can
be appropriated to make the October 1
interest payments. In 1982, when the
Kentucky General Assembly was con-
sidering making changes in the unem-
ployment system, it was on the basis
that those savings would be sufficient
to avoid the necessity of borrowing
from the Fedéral Government. As &
result, no contingency bplans were
made to set aside funds for possible in-
terest payments on October 1, 1983. A
contingency fund does not exist to
make loan payments on the October 1,
1983 date, but that fund has only
enough money to pay the 20 percent
that would be required if Kentucky is
made eligible for the loan deferral. It
does not have enough money to pay
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the approximately $8.2 million inter-
est that is presently required.

Kentucky has made the sacrifices re-
quired by this legislation and it is only
fair that Kentucky also be allowed to
participate in the deferral. Beyond
that, however, Kentucky must partici-
pate in the deferral because it does not
have funds to make the October 1,
1983 payment. I am pleased the distin-
guished chairman and ranking minor-
ity member of the Senate Finance
Committee have agreed to accept this
provision. They agree it is the fair
thing to do and I hope it will give Ken-
tucky, like other States, the chance to
get its unemployment compensation
system in order. .

Mr. President, I understand that
this change is acceptable to the major-
ity and minority floor managers of the
bill.

I say to the distinguished Senator
from Kansas that it is my understand-
ing that our amendment to change the
date for acceptable law changes from
October 1, 1982, to March 31, 1982,
will have no impact on the base levels
from which changes in State law will
be measured. As a «esult, Kentucky
will qualify on the basis of action
taken by our general assembly last

year.

Mr. DOLE. The distinguished Sena-
tor from Kentucky is correct. The bill
provides that the base level is deter-
mined to be the level of benefit out-
lays and revenues which would have
been in effect if the changes in State
law had not taken effect. The Depart-
ment of Labor estimates that Ken-
tucky may be eligible for deferral as a
result of this date change.

Mr. METZENBAUM. Mr. President,
will the Senator yield?

Mr. DOLE. I yield.

Mr. METZENBAUM. I understand
that the changes made last year by
Ohio would be taken into considera-
tion as the result of this amendment.

Mr. DOLE. Yes; they would. Of
course, any changes used in the deter-
mination will have to remain in place
throughout calendar year 1984 to
achieve the deferral for calendar year

1983,

Mr. METZENBAUM. I thank the
Senator from .

Mr. DOLE. Mr. President, the Sena-
tor from Kentucky has discussed this
amendment with me and I do support
it. The amendment simply provides for
a change in the date after which a
State must have taken action to in-
crease solvency in its State UI pro-
gram. The committee bill requires that
State action must have occurred after
October 1, 1982. The Ford amendment
changes that date to March 31, 1982.

The committee position is that in
order to qualify for relief from the in-
terest and loan provisions enacted in
the Omnibus Budget Reconciliation
Act of 1981, the State should have en-
acted reforms in response to those pro-
visions. Interest became effective on
t{ggrzowmg by States after April 1,
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It does seems clear, therefore, that
the State of Kentucky did pass its leg-
islation in response to the congression-
al action. The Kentucky legislation
retroactively increased taxes on em-
ployers as of January 1, 1982, and de-
creased benefits as of July 1, 1982. As
a result of these changes, Kentucky
has the highest average tax in the
Nation as a percent of taxable wages
and the fifth highest average tax rates
as a percent of all wages.

This is clearly a substantial effort
toward reaching solvency. I support
this minor change.

Mr. FORD. Mr. President, I thank
the distinguished floor manager of the
bill for his support.

I am ready to vote.

The PRESIDING OFFICER.
there further debate?

Mr. LONG. Mr. President, I have no
objection to this amendment, and I am
prepared to vote for it.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment.,

The amendment (UP No. 95) was
agreed to.

Mr. FORD. Mr. President, I move to
reconsider the vote by which the
amendment was agreed to.

Mr. HEINZ. I move to lay that
motion on the table,

The motion to lay on the table was
agreed to.

UP AMENDMENT NO. 96

(Purpose: To adjust the criteria and period
for using the “normalization” procedure.)

Mr. LONG. Mr. President, I send to
the desk a conforming amendment.

The PRESIDING OFFICER. With-
out objection, the amendment of the
Senator from New Jersey will continue
to be set aside.

The amendment of the Senator from
Louisiana will be stated.

The assistant legislative clerk read
as follows:

The Senator from Louisiana (Mr. LoNG)
proposes an unprinted amendment num-
bered 96:

On page 100, line 20, strike out “12” and
insert in lieu thereof “20”.

On page 103, line 5, strike out “1988” and
insert in lieu thereof “1990”.

Mr. LONG. Mr. President, the bill
contains several provisions designed to
assure the fiscal soundness of social se-
curity funds over this decade. The
pending amendment would conform

Is

_one of those provisions to the others

by making it available when the assets
of the trust fund are below 20 percent
of the year’s benefits, and would have
the effect of carrying out what the
intent of the committee was all the
time.

Mr. DOLE. The Senator is correct.
This is a conforming amendment.
When we passed the Long amend-
ment, we failed to conform that with
another amendment in the bill. I un-
derstand that is essentially what the
Long amendment would do.
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The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment.

" The amendment (UP No. 96) was
agreed to.

Mr. LONG. Mr. Presldent I move to

reconsider the vote by which the-

amendment was agreed to.

Mr. DOLE. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

UP AMENDMENT KO. 97

(Purpose: To revise the test for deferral of

interest)

‘Mr. BYRD. Mr. President, the Com-
mittee on Finance recommends that
States be allowed to defer paying in-
terest on loans from the unemploy-
ment trust fund over a 5-year period
for interest accrued during fiscal years
1983, 1984, and 1985. Eighty percent of
the interest accrued could be deferred,
with one-quarter of the deferred inter-
est payable in each of the four suc-
ceeding years.

. In order to qualify, States would
have to meet two standards: They
would be prohibited from taking any
action to reduce tax effort or trust
fund solvency, and they would be re-
quired to increase revenues and de-
crease benefits by certain amounts
after October 1982.

'In general, this is a reasonable provi-
sion. However, I do not believe it is
reasonable to require benefit decreases
or tax increases in a State that has al-
ready taken substantial, responsible
steps to reform its unemployment ln-
surance program-—which resulted in
placing it among the States with the
highest unemployment insurance tax
rates in the Nation—just because that
action was taken before October 1983,

My State of West Virginia falls into
this category. In April 1881, the legis-
lature enacted and the QGovernor
signed into law a major reform of the
unemployment insurance system.
West Virginia now has the third high-
est tax rate relative to total wages in

- the State in the Nation.

The amendment that T am going to
offer provides, simply, that if a State
has an average unemployment tax
rate equal to or greater than 2 percent
of the total of the wages covered by
the State unemployment insurance
tax, without a-ceiling on those wages,

it may qualify for the ability to defer -

paying interest on loans in the same
manner as States that take action to
reform their programs after October
1982 in accord with the committee’s
criteria.

I have discussed this amendment
with the chairman and the ranking
minority member of the Finance Com-
mittee, and I hope that they will be
willing to accept the amendment. It is
an amendment pointed toward fair-
ness which I hope everyone in this
Chamber will be able to aupport.

I urge its adoption.

I send the amendment to the desk
and ask that it be stated by the clerk.
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The PRESIDING OFFICER. With-
out objection, the amendment of the
Senator from New Jersey will continue
to be set aside.

The amendment will be stated.

The legislative clerk read as follows:

The Senator from West Virginia (Mr.
BYRD) proposes an unprinted amendment
numbered 97.

Mr. BYRD. Mr. President, I have al-
ready explained the amendment. I ask
unanimous consent that further read-
g:lghof the amendment be dispensed

th.,

The PRESIDING OFFICER. With-
out objection, it is 80 ordered.

The amendment is as follows:

“(g)n" page 235, line 22, insert ‘“(I)” after

On page 236, line 4, strike out the period
and insert “; or”’.

Onpnem between lines 4 and 6, insert
the following:

‘“(II) have had, for taxable year 1982, an
average unemployment tax rate which was
equal to or greater than 2.0 percent of the
total of the wages (as determined without
any limitation on amount) attributable to
gsuch State subject to contribution under the
State unemployment eompenmtlon hw
with respect to such taxable y N

Mr. BYRD. Mr. President I hope
the distinguished manager will accept
the amendment.

Mr. DOLE. Mr. President, the
amendment offered by the distin-
guished minority leader adds an addi-
tional qualification requirement to the
Finance Committee proposal on inter-
est relief. The requirement would in-
clude a State tax effort currently in
place in about three States.

I have no quarrel with the a.mend-
ment. It is my hope that the States
which qualify by -reason of the Byrd
amendment will also take steps to
reform their unemployment compen-
sation benefits.

80 1 am prepared to accept "the
amendment.

I understand the distinguished Sena-
tor from Louisiana has no objection to
the amendment.

Mr. LONG. Mr. President, I have no
objection.

The PRESIDING OFFICER. If
there is no further debate, the ques-
tion is on agreeing to the amendment
of the Senator from West Virginia.

The amendment (UP No. 97) was
agreed to.

Mr. BYRD. Mr. President, I move to
reconsider the vote by which the
amendment was agreed to.

Mr. DOLE.Imovetolayt.hat
motion on the table.

The motion to lay on the table was
agreed to.

Mr. BYRD. Mr. President, I thank
the distinguished manager of the bill,
Mr. DoLz, and the distinguished rank-
ing minority member, Mr. Loxa.

UP AMENDMENT MO. 08

(Purpooe To conduct a study with respect

Mr, HEINZ. Mr. President, on behalf
of myself and Senator MoyNrHAN I
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send an amendment to the desk and
ask for its immediate consideration.

The PRESIDING OFFICER. With-
out objection, the amendment of the
Senator from New Jersey (Mr. BRrAD-
Lry) will continue to be set aside.

The amendment will be stated.

The legislative clerk read as follows:

The Senator from Pennsylvania (Mr.
Heawg), for himself and Mr. MOYNIHAN, pro-
193:‘”- an unprinted amendment numbered

Mr. HEINZ. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:

At the end of part D of title I, add the fol-
lowing new section:

SOCIAL SECURITY AS AN INDEPENDENT AGENCY

8zc. 153. In keeping with the recommen-
dations of the National Commission on
Social Security Reform, a study shall be
conducted with respect to the establishment
of the Social Security Administration as an
independent agency under a bipartisan
board appointed by the President, by and
with the advice and consent of the Senate.
The study shall be conducted by a Presiden-
tial Commission consisting of experts widely
recognized in the flelds of government ad-
ministration, social insurance, and labor re-
lations. The study shall
andreporttotheconmon.the
program(s) which should be included within
the jurisdiction of the new agency, the legal
and other relationships of the 8ocial S8ecu-
rity Administration with other organisa-
tiomwhlchwouldhermkoduamﬂtot
establishing the Social S8ecurity Administra-
tion as an independent agency, and any
other details which may be necessary for

the development of appropriate legislation
to establish the Social Security Administra-
tion as an independent agency. The Com-
mission shall report the legislative details to
the Committee on Ways and Means of the
House of Representatives and the Commit-
teeonl"lmnceotthc!enm.nothterthm
April 1, 1984,

Mr. HEINZ. Mr, President, the
amendment I am offering for myself
and the distinguished 8enator from
New York (Mr. MOYNIHAN) would es-
tablish a special study to develop the
legislative details necessary to estab-
lish the Social Security Administra-
tion as an independent agency under a
bipartisan board. The study would be
conducted by a special Presidential
commission and would be completed
by April 1, 1984.

This amendment would take the
first step toward restoring the Social
Security Administration to the status
it enjoyed in the early days of the pro-
gram. It would implement a recom-
mendation of the first National Com-
mission on Social Security which re-
ported to Congress in 1981, and it
would follow up on a recommendation
of the recent National Commission on
Social S8ecurity Reform, on which both
Senator MOYNIHAN and 1 serve, which
supported separate agency status in
principle and recommended a study.

Mr. President, establishing the
Social Security Administration as an
independent agency under a bipartisan
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board would go & long way to restoring
publie confidence {n the social security
program. When the original Soclal Se-
curity Aect established a Social Secu-
rity Board as an independent agency,
it was clear t6 the pablic that this pro-
gram would be managed as a separate
social insuranee program with its own
tax contributions. This Board had no
matters competing for its attention
and its resouroces other than the effi-
cient management of this important
program. Young workers eould elearly
understand the relationship between
their tax payments and their eventual
entitlement for benefits. There was no
confusion about how the tax revenues
. were being used or why ebanges were
made in the program.

I wish to highlight why this is a nec-
essary approach,

Over the years, the Social Security
Board has been subsumed under other
administrative untts and has become
only one part of the confuslng array
of health and welfare programs pro-
vided by the Federal Govermment. In
the process, the operations and objec-
tives of the social security program
have been obscured, bhoth within the
Government and to the view of the
general puble. This process ‘of absorp-
tion began in 193P when the original
Social Security Board was subsumed
under the Federal Security Aegency. In
1953, the Social Secirity Administra-
tion was made a part of the Depart-
ment of Health, Education and Wel-
fare—later the Department 'of Health
and Human Services. In 1977, as part
of the reorganization of the Depart-
ment, medicare was separated from
the BSocial Security Administration
and placed, along with the medicaid
program, in a new Health Care Fi-
nancing Administration (HCFA). Sev-
eral public aseistance programs, in-
cluding aid to families with dependent
children and child support enforce-
ment programs were at that time
shifted to the Soctal Seeurity Adminis-
tration to be administered. As a vesuli,
today there 18 no clear distinction in
either the organization or the adminis-
tration of the Department’s programs
between those programs which are €i-
nanced with general tax revenues and
those which are based on the payroll
tax contridbutions of workers.

Not only is the present organization
confusing and distressing to those in
the public who are contributing taxes
today in the expectation of recefving
benefits in the future, it is also coun-
terproductive to the efficlent oper-
ation of the social security program.
In recent years, the Soclal Security
Administration has shown increasing
signs of difficulty in administering the
social security program. Constant
turmowver in leadership at the Depart-
ment and the agency level has made it
difficuit, if not impossihle, to establish
consistent podicy priorities in that very
important agency.

The clearest evidence of this ever-
fluctuating policy has appeared in the
failure of the agency to develop a con-
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sistent plan to upgrade and revise its
computer system which can survive
long enough to be mplemented. As a
result, the Social Security Administra-
tion is mow operating 2 computer
system barely abie to keep up with the
maintenance of earnings records on
hundreds of miftions of workers and
the regular computation of benefit
checks for over 35 million benefiri-

aries.

As one of the operating divisions
within 8 conglomerate Cahinet-level
Department, the Social Security Ad-
ministration hes been saddied with re-
sponsibilities for programs unrelated
to social security which place an added
burden on its already overcommitted
staff and computer resources. In addi-
tion, as part of a broader nt,
the agency is apportioned hoeth pro-
gram and administrative budget reduc-
tion targets based on overall depart-
mental needs sad without regard to
socinl security program considerations
or operational needs. This mathemat-
ical apportioning of resources and re-
sponsibilities is interfering with the
ability of the Social Security Adminis-
tration to manage the soeial insurance
program it was intended to administer.

While the Social Security Adminis-
tration resources are stretched to the
limit, the separate administration of
the medicare and cash benefit pro-
grams has led to duplication of staff in
budget, policy planning, and adminis-
trative services between these two
agencies and between them and the
Department as a whole. This duplica-
tion 1s both a source of added over-
head cost and a source of problems in
coordination of activities and policy.

¥From our perspective, the most dis-
tressing side effect of this administra-
tive confusion 1s that our constituents
are finding {t increasinsly difficnit to
get decent service from the Soctal Se-
curity Administration. Increasingly
constituents with errors i their
checks or earnings records are having

. to seek recourse through their Con-

gressman’s district offiee because the
Social Security Administration is slow
or reluctant to respond to thefr con-
cerns.

The confusion in the general public
about the social security program and
its administration {s a mafor source of
declning public confidenoce in the pro-
gram, In the last few years, confidence
in the future of the soctal security pro-
gram has declined sharply—among
younger peopie in particular, the pro-
portion of these with little or no confi-
dence in the program has risen from
one-half to three-quarters. I see this
confusion about the financing and
management of the program in the
letters 1 reoeive from oonstituents.
Many younger people believe their
payroll tax deductions are used to fi-
nance welfare programs.

1 have peopie come up 1o me every
time 1 am having a town meeting in
the State and they say: “Senmator, you
have just to get these welfare pro-
grams out of the Social Security Ad-
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ministration. They are robbing us of
our retirement.”

Of course, we all know there are no
welfare programs in the social security
program. It is the old age and survi-
vors program. There is the disability
program. There is a health insurance
program, medicare. Each of those pro-
grams have their own tax rate to pay
for those programs. There are no wel-
fare programs {n social security. -

Others believe that changes in the
program are made only to reduce
budget deficits or to finance increases
in the defense budget. The sense that
this program can be altered merely to
meet budget needs or for other largely
political reasons i{s a mmajor source of
the recent loss in public eonfidence.

Mr. President, the agency I am talk-
ing about ts the second largest agency
in the ¥Yederal Government. The
Social Security Administration has
more employees (80,0000 and a larger
budget (over $150 billion) than any
other Federal Department except the
Department of Defense. This is an
agency that dwarfs the rest of the De-
partment of Health and Human Serv-
ices, and yet 1t {s treated as only one of
several divisions {n that Department. 1
believe 1t is time the Congress clearly
indicated its intention to consolidate
and separate the operations of the
social security program so that its im-
portant mission can be accorded the
special attention it so badly needs.

I recognize that the separation of
this sgency raises a number of diffi-
culi questions about reorganization.
Quite rightly these questions should
be the subject of a careful study to de-
velop the details of a reorganization
plan. But I hope we will not be de-
terred now by these questions fram ex-
pressing our intent Lo develop a strong
Social Security Administration with a
clear sef of responsibilities, strong
leadership, and the resources to
manage this impartant program effec-
tively. It will take a strong signal like
this from the Congress to convince the
American people ance again that this
earnings-related program is unique
and separate and is not simply another
of the many discretionary programs
this Government operates from time
to time.

1 think, Mr. President, we are only
going to really clarify that question
for our eonstituenis when we have a
separaie BSocial Securily Administra-
tion. We are only going to rua it right
when there is a separate Social Secu-
rity Administration, and that is why 1
want snd hope that my colleagues will
aecept this amendment.

1 might add that later on this after-
noon 1 will offer an amendment to
take one of the other steps which I be-
lieve is necessary and that is to sepa-
rate the social security old age and
survivors and disability insurance pro-
grams financially from the unified
budget, but that is not what this
amendment seeks to do.
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So at this point I am only urging my

colleagues to join me in setting in:

motion the process of restoring as it
once was the Social Security Adminis-
tration to independent status.

Mr. DOLE. Mr. President, this
amendment by the distinguished Sena-
tor from Pennsylvania and the Sena-
tor from New York (Mr. MOYNIHAN),
has been discussed and also has been
modified so that it now is a study.

I think the idea has a great deal of
merit.

The one concern we had with the
original amendment was that it
became self-executing if nothing were
done by a certain date. It now satisfies
the chairman and others that it is a
good amendment and we hope that it
might be accepted.

The PRESIDING OFFICER. Is
there further debate? If not, the ques-
tion is on agreeing to the amendment
of the Senator from Pennsylvania,

The amendment (UP No. 98) was
agreed to.

Mr. HEINZ. Mr. President, I move to
reconsider the vote by which the
amendment was agreed to.

Mr. DOLE.
motion on the table.

The motion to lay on the table was
agreed to.

UP AMENDMENT NO. 99

Mr, DOLE. Mr. President, I send an
unprinted amendment to the desk and
ask for its immediate consideration.

The PRESIDING OFFICER. With-
out objection,.the amendment of the
Senator from New Jersey (Mr. BRAD-
LEY) will contintie to be set aside.

The clerk will report the amendment
of the Senator from Kansas,

The legislative clerk read as follows:

The Senator from Kansas (Mr. Dorx) pro-
gg-u an unprinted amendment numbered

Mr. DOLE, Mr. President, I ask
unanimous consent that further read-
g’llghd the amendment be d!spensed

t

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:

Beginning on page 239, line 16, strike out
through pa.ce 240, line 11, and insert the fol-
lowing:

PENALTY FOR FAILURE TO PAY INTEREST

Sxc. 414. (a) Section 303(¢) of the Social
Security Act is amended by striking out “or”
at the end of paragraph (1), striking out the
period at the end of paragraph (2) and in-
serting “; or”, and adding at the end thereof
the tollowlnc new paragraph:

‘(3) that any interest required to be paid
on advances under title XII of this Act has
not been paid by the date on which such in-
terest is required to be paid or has been paid
directly or indirectly (by an equivalent re-
duction in State unemployment taxes or
otherwise) by such State from amounts in
such State’s unemployment fund, until such
interest is properly paid.”.

(b) Section 8304(a) of the Internal Reve-
nue Code of 1954 (relating to certification of
State unemployment compensation laws) is
amended by redesignating paragraph (17) as
paragraph (18) and by inserting after para-
graph (16) the following new paragraph:

“(17) any interest required to be paid on
advances under title XII of the S8ocial S8ecu-

I move to lay that
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rity Act shall be paid in a timély manner
and shall not be paid, directly or indirectly
(by an equivalent reduction in State unem-
ployment taxes or otherwise) by such State
from amounts in such State’s unemploy-
ment fund; and”,

Mr. DOLE. Mr, President, this
amendment should have followed the
other amendments relating to unem-
ployment insurance. But the Senator
from Pennsylvania wanted to offer his
amendment, and the Senator from
Kansas deferred.

What my amendment does is to
strengthen the collection authority of
the Federal Government in regard to
overdue interest on unemployment
compensation loans. o

First, the amendment spells out the
implicit fact that a State’s failure to
pay its interest liabilities could result
in the loss of State certification.

This would mean that State employ-
ers would no longer be eligible for full
credit against the Federal unemploy-
ment tax. Such a proceeding has been
carried out fully only once. However,
it does provide an effective tool for en-
forcement and compliance questions
with the States.

Second, the amendment would with-
hold administrative funds from a
State which fails to meet the payment
schedule of its interest liabilities. The
funding, which is all Federal, would be
withheld until the required payment ls
made.

The a.mendment provides for the
late payments which qualify under the
Metzenbaum amendment, but the pro-
vision I am proposing would become
effective for late interest payments
beyond the grace period.

I urge my colleagues to approve this
amendment as it is simply good busi-
ness policy to require payments in a
timely fashion of debts. The Federal
Government hopefully will never have
to utilize this provision, but it should
be available if necessary.

I think this amendment has been
discussed with the minority manager
of the bill. It is a strengthening
amendment, and I hope there is no ob-
jection to it.

The PRESIDING OFFICER. Is
there objection to the amendment?

Mr. LONG. I do not object. It accom-
plishes the purpose it has in mind, .

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment of the Senator from Kansas.

The amendment (UP No 99) was
agreed to.

Mr. DOLE. Mr. President, I move to
reconsider the vote by which the
amendment was agreed to.

Mr. LONG. I move to lay that
motion on the table.

The motion to lay on the ta.ble was
agreed to. .

Mr. DOLE. Mr. President I under-
stand the Senator from Kentucky (Mr,
HuppLEsTON) has an amendment
which we are in the process of review-
ing, and perhaps while he is discussing
it we can take a look at it.

\
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UP AMENDMENT NO. 100

Mr. HUDDLESTON. Mr. President,
I thank the floor manager of the bill, I
send an amendment to the desk and
ask for its immediate consideration.

The PRESIDING OFFICER. With-
out objection, the amendment of the
Senator from New Jersey will continue
to be set aside. The clerk will report
the amendment.

The legislative clerk read as follows:

The Senator from Kentucky (Mr. Hup-
pLEsTON), for himself and Senators Daw-
FORTH, RawpoLPH, FORD, and PrLL, proposes
an unprinted amendment numbered 100.

Mr. HUDDLESTON. Mr. President,
I ask unanimous consent that further
reading of the amendment be dis-
pensed with. .

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:

At the end of title I add the following new
section:

8pc. . (aX1) Section 210 of the Social Se-
curity Act is amended by adding at the end
thereof the following new subsection:

“ELXCTIVE COVERAGE FOR MINISTERS AS
ExMrrovens

‘(r) Services performed in the exercise of
his ministry by a duly ordained, commis-
sioned, or licensed minister of a church who
has made an election under section
312(vX1XA) of the Internal Revenue Code
of 19564 with respect to such service shall
constitute employment under this section
beginning with the first day of the calendar
quarter in which coverage becomes effective
with respect to such service under section
312(vX3) of such Code.”

(2) Bection 210(aX8XA) of such Act is
amended by striking out “except that” and
inserting in lieu thereof the following:
“except as provided in subsection (r), and
except that.”

(3) The last sentence of section 211(c) of
such Act is amended by inserting “(i)” after
“unless”, and by inserting before the period
at the end of the sentence the following “or
(1) in the case of service performed by a
duly ordained, commissioned, or licensed
minister of & church in the exercise of his
ministry as described in paragraph (4), the
service constitutes employment under sec-
tion 210(r).”

(bX1) Section 31321 of the Internal Reve-
nue Code of 1954 (definitions under Federal
Insurance Contributions Act) is amended by
adding at the end thereof the following new
subsection:

“(v) MINISTER.—

‘(1) TREATMENT OF BERVICE AS EMPLOY-
uENT.—Service performed by a duly or-
dained, commissioned, or licensed minister
of a church in the exercise of his ministry,
gmlluconstltute employment under this sec-

on if—

‘“(A) he has elected to have such service
mered as employment under this section;

‘“(B) tlie church has elected to have such
service covered as employment under this
section. .

“(2) ELECTION BY MINISTER AND CHURCH.—

“(A) Any minister who makes an election
under paragraph (1XA) shall file a certifi-
cate of such election in such form and
manner, and with such official, as the Secre-
tary shall by regulations prescribe. Such
certificate shall specify the date on which
the minister wishes such election to become
effective for him, but in no case shall such
election become effective (i) prior to the
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first day of the earliest calendar quarter
which begins on or after the first day of the
sixth calendar month before the month in
which the minister flles such certificate, or
(i) later than the first day of the guarter
following the quarter in which the mimister
files such oertificate.

‘“B) Any charch which makes an election
under parsgraph (1XB) shall file a eertifi-
cate of siich election and & waiver of exemp-
tion from the taxes imposed by sectian 3121.
in such farm and manner, and with such of-
fictal, as the Secretary shall by reguiations
prescribe. Such certificate shall specify the
date on wisieh the church wishes such elec-
tian to become effective for the chureh, but
in no ease sihall such election becoane effec-
tive () priar to the first day of the earliest
calendar guarter which begins on or after
the first day of the sixth calendar month
before the momth in which the church files
the certificate of such election, or (#8) tater
than the first day of the guarter following
the quarter in which the church files such
certificate.

“(C) In any case where a church is subject
to the control of a national, regional, or
other governing body with respect to the se-
lection and cempensation of its ministers
(under the comstitution, by-laws, or other
administretive srremgements of the demomi-
nation of wixich sueh charch is a part), the
election under paragraph (1XB) through
the filing of a certificate under subpars-
graph (B) may be made on behalf of the
church by such goveming body; and any
election so made shall be deemed for pur-
pases of this subsection te be the electian of
the church.

“(3) EFFRCTIVE DATE QF COVERAGE.—COVer-
age shall become effective with respect to
service specified in paragraph (1) on the
first day of the first quarter far which both
an election by the minister is effective
under paragraph (2XA) and an elsction by
the church is effectlve under parsgraph
(2)(B). Such service shall constitute employ-
ment under this section beginning with the
first day of the calendar quarter in which
coverage is effective with respect to such
service,

“(4) APPLICABTLITY OF ELECTION.—

“(A) Any election under this subsectian
shall be {rrevocable. An election made under
thts subsection by a minister shall apply
with respect te any service perfarmed by
such minister in the exercise of his ministry
in the employ of any church which has
made an etection under this subsection; and
an election made under this subsection by a
chureh shall apply with respect to any snch
service performed in the employ of such
church by a minister who has made an elec-
tion under this subsection.

“(B) A church which has made an etection
under this subsection shall not, for purposes
of sections 3102 and 3111, be considered to
be the employer of any minister who s
not made an election under this subsection”,

(2) Section 31ZL(WXENA) of such Cede &
amendeod by striking out “except thet” and
inserting in lieu thereof the following:
“except as provided in subsection (v), and
execept that”.

(3) The last sentence of section 1402(c) of
such Code is amended by inserting “dY”
after “wnmiess”, and by inserting before the
period at the end of the sentence the follow-
ing: “or (i) in the ease of scrvice pesformed
by a daly ordained, commissioned, or Ii-
censed minister of a2 church in the exercise

(4) The asscond semtence of secifon
140XeX3) of such Code is amemded by in-
serting “and siall net be affected by any
election subsequently made under section
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3121(vX1iXA)” immediately before the
period at the end thereof.

{C) The amendments made by this section
shall apply with respect to service per-
formed on or after the first day of the first
calendar quarter which begins after the
date of the enactment of this Act.

Mr. HUDDLESTON. Mr. President,
the amendment I am proposing to the
pending social security legislation
would bring consistency and equity to
the sacial security payroll tax system
for members of our Nation’s clergy. I
am pleased that the distinguished Sen-
ator fram Missouri, (Senstor Dan-
FORTH), the Senator from West Virgin-
ia (Mr. RanpoLPH), Senator Forn, my
colleague from Kentucky, and the
Senator from Rhode Island (Mr. PeLL)
have joined me as cosponsors of this
amendment. As a member of the
Senate Finance Committee, Senator
DANFORTH has devoted a great deal of
time and effort toward the social secu-
rity issue and therefore, I beleive, has
a unique perspective on the probiem
addressed by ouf amendment.

Current law requires that clergy
members be considered self-emnloyed
for the purposes of social security tax-
ation. This means that they must pay
taxes on their wages based on the rate
applied to the self-employed, a rate
measurably hicher than that paid by
employed individuals.

The inconsistency arises out of the
fact that in the vast majority of cases,
the clergy member’s salary is not self-
generated, but is actualily peid by the
church or synagogue just as that of ail
other individuals serving that house of

warship.

The church, therefore, is withhold-
ing income taxes from clergy salaries
as employees of the chureh, but at the
same time is not paying the employer
portion of the social security tax for
its clergy based on current law which
deems these individuals self-employed.

The situation as it now exists re-
quires one Government agency, the
IRS, 10 recognize clergy members as
employees of their church or syna-
gogue, while another (SSA) insists
that, for Bocial security tax purposes,
these individuals are self-employed.

The amendment I am proposing
would relieve this inconsistency by
providing the option for churches and
synagogues to eontribute the employ-
er’s portion of the social security tax
on behalf of their clergy. Briefly, it
would permit duly ordained, commis-
sioned, or Heensed ministers to enter
into votuntary agreements with their
churches to be treated, for social secu-
rity tax purposes, as employees of
their church or synagogue. In essence,
it would be a mtual decision arrived
at between the two partics involved.

Mr. President, I believe this ap-
proach to be both purposeful and com-
promising; it restores a balance to the
method by which we tax these respect-
ed members of our community, while
allowing those churches and clergy
members with particular objection to
this change to simply opt against tm-
plementing it.

’
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‘The langnage I am proposing merely
provides the wehicie for change, and
allows the final, sometimes delicate
employment classification of clergy to
be made by those directly affected by
it.

It is important to point out that my
amendment does not tamper with the
actnal revenue inflow to the social se-
curity trust funds, since it simply shifts
responsibility for a clergy member’s
soctal security payroll taxes from one
source to another.

I am submitting for the Recorp a
letter from the National Council of
Churches indicating their support for
my amendment.

Mr. President, I believe my amend-
ment adequately addresses a problem
which is in great need of correction,
and I urge my colleagues to join Sena-
tor DanrFoRrTH and I in support of it.

Mr. President, I ask unanimous con-
sent the letter to which I referred be
printed in the RECORD.

There being no objection, the letter
was ordered fo be printed in the
REcorp, as follows:

Narioxar CovmciL or THE
CHURCHES OF CHRIST IN THE
USA,

Washington, D.C., March 18, 1983.
Hon. WALTER D. HUDDLESTON,
U.S. Senate,
Weshington, D.C.

Dzar Srxatox Hunmzsron: On behalf of
the National Council of the Churches of
Christ in the USA, I write to commend your
effarts in relation to the guestion of Social
Security coverage for clergy.

We support the amendment you are offer-
ing today, which would allow cdergy the
option of being treated as employees for
purposes of Soecial Security.

Sinoe some religious eroups may pot wish
to bave their dergy treated in this way, we
especially appreciate tive fact that, under
your amendment, the election to be covered
as an employee would be compietely option-
al.

Thank you for the leadership you have
provided on this issue.
Sincerely yours,
James A. HAMILTON,
Associate Generul Secretary
and Director, Washington Office.

Mr. HUDDLESTON. I would be
happy to respond to any questions the
manager of the bill or the distin-
guished ranking member might have
at this time.

Mr. DANFORTH. Mr. President, 1
am pleased (o join with Senator Hus-
DLESTON in offering this amendment,
which touches s subject with quite an
interesting history. Under the Social

" Seeurity Act at present, members of

the clergy can only be considered self-
employed persons. This means that
they bear a larger social security tax

. tham an employed person, who pays

one-half the full social security tax.

"Many clergymen and women would,

for the purposes of social security,
prefer to be constdered employees of
their churches. Similarly, many
churches, properly interested in pro-
viding & deoent standerd of living for
their ministers, wouid giadly pay the
employer share of the social security
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tax in order to reduce their ministers’
social security tax burden.

More is at stake in this question
than, mere dollars and cents. The root
question is more than a financial one.
Some ministers could never consider
themselves the “employees” of a
church. Likewise, some churches could
never agree that*they are in an em-
_ ployer-employee relationship with

their ministers or priests.

It is for this reason, as I understand
it, that an employer-employee rela-
tionship has been avoided for purposes
of social security.

The beauty of this amendment is
that a clergyman or clergywoman and
his or her church, by a voluntary and
mutual agreement, could consider
themselves in that relationship of em-
ployer and employee. Under such an
agreement, the clergyman would pay
the employee share of the social secu-
rity tax, and the church the employer
share. Again, the amendment man-
dates no such change—it merely allows
such a change if both parties agree.

Happily, the amendment is revenue
neutral. It will not affect the social se-
curity trust funds,

I urge the adoption of the amend-
ment. .

Mr. DOLE. Mr. President, the Hud-
dleston-Danforth amendment would
allow ministers to be treated as em-
ployees for FICA tax purposes if both
the minister and his church elected
such treatment.

There would be no adverse impact
on the trust funds and no adverse
impact on general revenues by the
adoption of this amendment since our
bill equalizes the SECA rate and the
combined employer-employee social
security tax rate.

My only concern would be whether
the affected ministers and churches
would agree that this is an appropriate
amendment. It is my understanding
that there is no problem so0 long a8 the
provision is elective—which it is—and
that, in appropriate circumstances, a
national, ‘regional, or other governing
body has the authority to make the

“election on behalf of the local church.

These concerns have been addressed
by the amendment in a fair and equi-
table manner,

Therefore, the Senator from Kansas
believes the amendment should be ac-
cepted, and I have no objection to the
ameridment.

Mr. LONG. I have no objection.

Mr., HUDDLESTON. I move the
adoption of the amendment.

The PRESIDING OFFICER (Mr..

TrieLx). Is there further debate? If
not, the question is on agreeing to the
amendment of the Senator from Ken-
tucky.

The amendment (UP No. 100) was
agreed to.

Mr. DOLE. Mr. President, I move to
reconsider the vote by which the
amendment was agreed to.

Mr. LONG. I move to lay that
motion on the table.
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The motion to lay on the table was

agreed to

Mr. DOLE Mr. President, as I un-
derstand it, we are waiting for the ar-
rival of the Senator from New Mexico
(Mr. DoMENICI).

We have disposed of 10 or 15 amend-
ments since noon, 80 we have made
good progress.

I do not believe there are that many
amendments left. We have an amend-
'ment by the distinguished Senator

"from New Jersey (Mr. BrabrLry), the

Senator from Louisiana, and other

- amendments relating to that one

topic. If there are other amendments,
I would say to Members who may be in
their offices that we would like to con-
tinue to dispose of amendments this
afternoon. I think that is the hope of
the majority leader; is that correct?

Mr. BAKER. That is correct.

Mr. President, wﬂl the Senator yleld
to me?

Mr. DOLE. Yes.

Mr. BAKER. Mr. President, we
really need to do as much as we can
this afternoon. I congratulate the Sen-
ator from Kansas, the chairman of the
committee, and others for moving
along as expeditiously as they have
been doing.

May I ask the manager of the bill
whether or not he thinka that we can
be usefully employed this aftermoon
for another hour or so, so that Sena-
tors can be on notice?

Mr. DOLE. I would say probably an-
other hour, maybe an hour and a half,

Mr. BAKER. I would like to get to
third reading if we can, and, if we
cannot, to do-as much as is possible to
do in any event so‘that we can finish
this bill on Monday.

Mr. DOLE. There may be one addi-
tional rolleall vote today.

Mr. BAKER. I thank the chairman.

Mr. DOLE. Mr. President, I suggest
the absence of a quorum while we °

await the arrival of the distinguished
chairman of the Budget Committee.

The PRESIDING OFFICER. The
clerk will call the roll.

g‘he bill clerk proceeded to call the
ro

Mr. DOLE. Mr. President. I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. DOLE. Mr. President, the Sena-
tor from Kansas is advised that the
amendment we had hoped to take up
now probably cannot be disposed of or
even considered until sometime on
Monday. It concerns whether or not
social security should be within the
budget process. That may take, I
would assume, at least an hour or an
hour and a half of debate. Hopefully it
would not take longer than that
amount of time.

Because of a conflict between four
or five principal players we cannot act
on that amendment this afternoon. I
hope that other Members in thetr of-
fices who may have amendments could
offer them. I know the distinguished
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Senator from Florida, Senator Haw-
KINS, has an amendment, as does the
Senator from New Jersey, Senator
Branrxy. Both will require rollcall
votes.

If there are Senators who believe
they have noncontroversial amend-
ments, this would be a good time to
discuss them and determine if they are
noncontroversial. We would like to dis-
pose of additional amendments this
afternoon. It is our purpose to com-
plete action on this bill on Monday.

I suggest the absence of a quorum

while, hopefully, Members start
coming this way.

The PRESIDING OFFICER. The -
clerk will call the roll.

ﬁhe bill clerk proceeded to call the
roll.

Mr. HEINZ. Mr. President, I ask
unanimous consent that the order for
the quorum call he rescinded.

The PRESIDING OFFICER. With-
out objection, it is 80 ordered.

REMOVING SOCIAL SECURITY FROM THE UNIPFIED
BUDGET .

Mr, HEINZ, Mr. President, it had
been my intention to offer my amend-
ment to remove social security from
the unified Federal budget this after-
noon, but Senator CHiLRs, the ranking-
member of the Budget Committee,
and Senator DouxiNict have travel ar-
rangements that, were I to offer the
amendment at this time, would pre-
vent them from fully engaging in
debate. What I shall do instead is dis-
cuss tHe amendment this afternoon. 1
shall send the amendment to the desk
not to be taken up and to be consid-
ered, but I shall simply have the
amendment printed and printed in the
Rxcorp at this point but not as if for
consideration.

The amendment is as follows:

At the end of title L, insert the following:
REMOVAL OF SOCIAL TRUST FUNDS
FROM THE UNIFIED BUDGET

8zc. . Part A of title XI of the Social Se-
curity Act is amended by adding at the end
thereof the following new section:

“REMOVAL OF S8OCIAL SECURITY TRUST FUNDS

FROM THE UNIFIED BUDGET

“Sxc. 1138, (aX1) For the fiscal years be-
ginning after September 30, 1984, and
ending before October 1, 1988, the President
shall, in accordance with the second sen-
tence of section 1104(c) of title 31, United
States Code, establish a separate functional
category for requests for new budget au-
thority and estimates of outlays for the
Federal Old-Age and Survivors Insurance
Trust Fund, the Federal Disability Insur-
ance Trust Fund, the Federal Hospital In-
surance Trust Fund, and the Federal Sup-
plementary Medical Insurance Trust Fund,
and a separate category for estimates of rev-
enues for such Trust Funds and estimates of
revenues from taxes under sections
1401, 3101, and 3111 of the Internal Reve-
nue Code of 1954. The categories estab-
lished by the President pursuant to the pre-.
ceding sentence shall be used in the prepa-
ration and submission of the budget under .
sectionr 1105(a) of title 31, United States
Code, for each such fiscal year. The budget
submitted under such section for each such
fiscal year shall not classify requests for
new budget nuthorlty and estimates of out-

N
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lays and revenues for such Trust Funds and
estimates of reventscs from taxes impased
under sections 1401, 3101, and 3111 of the
Internal Revenue Code of 1854 under any
functional category other than the catego-
ries established by the President pursuant
to this paragraph.

‘“(2) Notwithstanding any other provision
of law, any ocancurrent resotution on the
budget considered wunder title II1 of the
Congressional Dudget At of 184 for a
fiscal year after September 30,
1984, and ending befare October 1, 1988,
shall use the categories estahlished by the
President under paragraph (1) in specifying
the appropriate levels of new budget au-

thority and budget outiays for the Federal

Old-Age and Survivors Imssramoe Trust
Fund, the Federal Disshility Insurance
Trust Fund, the Federal Haspital Insursnce
Trust Fund, and the Federal Supplemen-
tary Medical Insurance Trust Fund and in
specifying the recammended level of rev-
enues for such Trust Funds and revenues
from taxes imposed wmder sections 1401,
3101, and 3111 of the Anternal Revenue
Code of 1854. A concurrent resointion en
the budget considerad under title Il of tiae
Congressional Budget Act of 1874 for any
such fiscal year shall not classity the appro-
priate levels af new budget authority and
budget outiays for such Trust Funds or the
recommended level of revenwes for such
Trust Funds and! reventies from taxes im-
posed under sections 1494, 3101, and 3111 of
the Intemal Revenwe Code of 195¢ under
any functioval caiegory other than the cat-
egories estahlished hy the President pursu-
ant to paragraph (1).

“(b)X(1) Notwithstanding any other mvvl
sion of taw, at the time the President sub-
mits the bmdget mnder eection 119a) of
title 31, United States Code, for any fiecal

supplemental susamary
budget autharity, outleys, and receipts
under sectian 1108 of such title for any such
fiscal year, the Prestdent shal transmit to
the Congress a separate statement specify-
ing requests for new budget swthority and
estimates af cutiays Sor the Federal Old-Age
and Swevivars Insurance Trust Fusd amd
the Federal Disability Insurance Trust
Fund for such fiscal year and estimates of
revenues for such Trust Funds and revenues
from taxes immposed under sections 1401(a),
3101(a), and 3111(a) of the Internal Reve-
nue Code of 1954 for such fiscal year. The
budget for amy such fiscal pear subvmitted
under sectiom 1165(a) af title 31, United
States Code, and any supplemental sum-
mary or ehanges in budget autherity, eut-
lays, and repeipis submitted under section
1106 of such titde for any such fiscal year,
shall ot contain any requests fer new
budget authority ar any estimates af out-
lays ar revenues far any such Trust Fund
for such fiscal year or any estimates of rev-
enues from taxes imposed unrder sections
1401(a), 31014(a), and 3111(a) of the Internal
Revenue Code af 1854 for such fiscal year.

‘“(2) Notwithstanding any other provision
of law, any cancurrent resolation on the
budget considered under title III of the
Congressional Budget Act of 1974 for any
fiscal year beginning after September 30,
1888, shall not include in the prowvisions
specifying—

‘A) the appropriate level of total new
budget autharity and total outlays required
under section 3014aX1) of such Act for such
fiscal pear;

“(B) the estimates of total new budeget au-

- thority and total outlays for each major
functional category reguired under sectian
301(ax2) of suech Act for such fiscal year; or
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“C) the recommended level of ¥Federal
revenues required under section 30i(ax4) of
sueh Act for such fiscal year,
any amounts attributable to budget authori-
ty and outlays for the Federal Old-Age and
Survivors Insurance Trust Fund and the
Federal Disability Insurance Trust Fund for
such fiscal year or any amounts attributable
to revenues for any such Trust ¥und or rev-
enues from taxes imposed umder sections
1491(2), 310i(a), and 3111(a) of the Internal
Revenue Code of 1954 for such fiscal year.

“3) Any ooncurrent resoclution on the
budget oansidered mnder title III of the
Cangressional Budget Act of 1974 for any
fiscal year beginning after September 30,
1988, or any amendment thereto or any con-
ference report thereon, shall mot contain
any specifications or directions described in
the seoond sentemoe of sectiom 310(a) of
such Art which refate to the Federal Oid-
Age and Sarvivers Insuranoe Trust Fund,
the Pederal Diasbility Insuramce Trust
Fund, or revenues from tsxes imposed
under sections 1401(a), 3101(a), and 3111a)
of the Internal Revenue Code of 1954,

‘“¢C) The budget outlays of the Federal
Old-Age and Survivors Insuramee Trust
Fund and the Federal Disability Insurance

statute an budget outlays of the United
States.m including any limitation on net lend-

g.

“d)1) For the fiscal year beginning om
Oectober 1, 1988, and the sucoeeding fiscal
years, the President shall, in accondance
with the second sentence of section 1194(¢)
of titie 31, United States Code, estahlish 2
separate functional caiegary for requests
far new budget suthaerity and estimeates of
outlays far the Federal Haospital Insuranoe
Trust Fund and the Federsl Supplementary
Medical Insurance Trust Fund and 2 sepa-
rate csiegory fer reverrues for such Trust
Punds and revemmes from taxes ioeposed
under sections 1401(b),’ 3101(b), and 3111(b)
of the Internal Revenue code of 1954 The

esteblished by the President pur-
suant to the preceding senience shall be
used in the preparatiom and salndssion of
the budget under sectian 11a5(a) of title 31,
United States Code, for each such fiscal
year. The budget submitted under such see-
tion for emch such fiscal yeer shall not clas-
sify requests for new buadget authority and
estimates of outlays and revenues for such
Trust Funds and estimates af revensies from
taxes imaposed wunder sections 1401(h),
3101¢b), anq 3111(b) of the Internal Reve-
nue Code of 1954 under any funoctianal cate-
gory other than the categories established
by the President pursuant to this para-
graph.

“2) Notwithstanding any other provision
of law, any concamrrent resolution on the
budget comsiderad under title II1 of the
Congreassional Budget Aet of 1974 for a

by
the President under paragraph (1) in speci-
fying the appropriate levels of new budget
amthority and bhudeget outlays for the Feder-
al Hospital Insurance Trust Fund and the
Federal Supplementary Medical Insurance
Trust Fusd and the recommended level of
revemmes for such Trust Funds and for rev-
enues from taxes imposed under sections
1401(b), 3101(b), and 3111(b) of the Internal
Revenue Code of 1954. A concurrent resolu-
tion on the budget considered under title I1I
of the Congresstormal Budget Act of 1974 for
aay such fiscal pear shall not classify the
appropniate Sevels of new budget anthority
amd budget outiays for such Trust Funds or
the recommended level of revenues for such
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Trust Funds and revenues from taxes im-
posed under sections 1401(b), 3101(b), and
3111(b) of the Internal Revenue Code of
1954 under any functional category other
than the categories established by the Presi-
dent pursuamt to paragraph (1).

“q¢) The provisions of swheections (a)(2),
(B)(2), (b)(3), and (dX2) are enacted by the
Congress—

‘(1) as an exercise of the ruslemaking
power of the House of Representatives and
the Senate, respectively, and as such they
shall be considered as part of the rules of
each House, respectively, or of that House
to which they specifically apply, and such
rules shall supersede other rules only 1o the
::t’ent that they are inconsistent therewith;

“¢2) with full recognition of the oonstitu-
tional right of either House to change such
rules (so far as relating to such House) at
any time, in the same manner, and to the
same extemt as in the case of any other rule
of such House.

“«f) For purpeses of this section—

“1) the term ‘budget outizys’ has the
samme meaming as in section 3(1) of the Can-
gressional Budget amad Impoundment Con-
tral Act of 1974;

“(2) the term ‘budget suthority’ has the
same meaning as in section 3(2) of such Act;
and

“3) the term ‘concurrent resolution on
the budget’ has the same meaning as in weo-
tiom 3(4) of amch Act.”.

Mr. HEINZ. Mr. President, let me
take my colleagues’ time to consider
what I view as & very important choice
before the Senate.

The amendment we shall take up on
Monday, thrat { shall offer then, would
separate the operations of the social
security trust fund, first, as a distinct
functional category in the next ocon-
gressional and Presidential budeets,
and then would remowe socisl securily
entirely from the umified budget be-
ginning in fiscal year 1688. Specificaily
under this amendment, the operations
of the old age snd survivors insur-
ance—OASI—the disabilky insur-
anoe—DI—the hospital insurance—
Hi—and the supplemental medical in-
surance—SMI—trust funds would be
separated from functional categories
550 and 600 and displayed as a sepa-
rate function in the President’s and
the oongressional budget effective
with the fiscal year 1985 budgets.

In addition, the operations of the
OASI and DI trust funds would be sep-
arated from the President’s budeget
and the oongressional badget and
exempt from any general limitation on
spending of the U.8. Governinent, ef-
fective for fiscal year 1989.

Mr. Presidemt, s0 that there is no
misunderstanding of what this amend-
ment would achieve, I ask unanimous
consent that a section-by-section anal-
ysis of it be printed in the Recomp at
this point.

There being no objection, the mate-
rial was ordered to be printed in the
REOCORD, a5 follows:

AMENDMENT ToO REMOVE SOCIAL SECURITY
FroMm THE Usirizp ¥EDEmalL BUDGET BY
SEXATOR He1mz—8ECTION-BY-88CTEON
ANALYSIS
(aX1) For fiscal years 1985 through 1988,

the President’s budget would contain a sepa-
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rate functional category for the budget au-

thority and outlays of the Old-Age and Sur-

vivor’s Insurance (OASD), the Disability In-
surance (DD, the Hospital Insurance (HD,
and the Supplementary Medical Insurance
(SMI) trust funds; and a separate category
for the revenues to these trust funds. These
trust funds would not be classified in any
other categories. Budget authority, outlays,
and revenues for these trust funds would
still be included in the budget totals.

(2) Budget resolutions for fiscal years 1985
through 1988 would use the categories es-
tablished by the President in specifying
budget authority, outlays, and revenues for
the OASI, DI, HI, and SMI trust funds.
These trust funds would not be classified in
any other categories, and would be included
in the budget totals.

(bX1) For fiscal years 1989 and beyond,
budget authority, outlays, and revenues of
the OASI and DI trust funds would not be
included in the unified budget submitted by
the President. However, when the President
sends the unified budget and mid-year revi-
gions to the Congress, he would send, in ad-
dition a separate statement on the oper-
ations of the OASI an DI trust funds.

(2) Concurrent budget resolutions for
fiscal year 1989 and beyond would not in-
clude in the totals, functional categories,
and revenues, any amount attributable ‘to
budget authority, outlays, or revenues for
the OASI and DI trust funds. .

(3) Concurrent budget resolutions, and
amendments to or conference reports on
concurrent budget resolutions would not in-
clude reconciliation instructions to Commit-
tees which relate to the OASI or DI trust
funds, effective for fiscal years 1989 and
beyond.

(¢) The OASI and DI trust funds would be

exempt from any general limitations on out- -

lays and net lending which might be im-
posed (e.g. were there a statutory require-
ment that outlays could not exceed rev-
enues in any given year, the OASI and DI
trust funds would not be included).

(d) For fiscal years 1889 and beyond, the
SMI and HI trust funds would be included
in the unified budget but would be treated
as a separate functional category in the
budget.

(e) This provision simply restates that
limitations on what can be included in con-
current budget resolutions are 'considered
part of House and Senate rules and not a
matter of statute, and can be changed as
such by either House. i

Mr, HEINZ. For the sake of empha-
gis and clarity, let me say again that
the amendment insofar as it affects

the congressional budget process, in--

cluding reconciliation, would only be
with respect to the two cash benefit
trust funds—old age and survivor’s in-
surance and disability insarance—and
that it is those two and those two only
that would be removed from the uni-
fied budget beginning in fiscal year
1989. Therefore, it would not remove
the two medicare trust funds, HI and
SMI. The medicare trust funds would
remain in the budget as a separate
functional category. -

There are two reasons for leaving
the two medicare trust funds in the
budget. First, although one of these—
HI-—is financed by the payroll tax,
there really is no relationship between
the earnings of the worker and the
benefits provided under the program.
Once an individual is entitled to medi-
care, they have full access to the bene-
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fits of the program, no matter how
many quarters they worked beyond
the minimum of 40 quarters, and with-
out regard to the amount of earnings
they had in this period. 8o in this
regard, the sense of having earned the
benefits is really quite different than
it is with regard to the cash benefits.
Second, and more ifiportant in my
mind, is that the medicare program is
facing serious financing difficulties be-
ginning in a few years and extending
into the foreseeable future. These fi-
nancing problems are so severe that
they call into question our ability to
continue operating medicare as it is
currently structured. Medicare’s fi-
nancing problems are only a gignal of
far greater financing problems in the
general area of health care. With hos-
pital costs rising at twice the rate of
inflation, we are not only facing
alarming increases in medicare ex-
penditures, we are facing a substantial

-erogion in tax revenues as well

through our income-tax treatment of
private health insurance. These are
problems we will have to address
broadly throughout the budget. The
solutions to them may involve a re-
structuring of medicare financing

making it inappropriate to have this

program outside of the unified Federal
budget. 8o I do not belleve this is the
proper time to address the issue of
how we should treat medicare financ-
ing in the unified budget.

Mr. President, I would like to con-
trast the financing problems we have
in medicare with those we have been
experiencing in the cash benefit pro-
grams, because I think this reinforces
the justification for separating the
cash benefit programs from the uni-
fied budget. While the nominal cost of
funding the current structure of bene-
fits in OASI and DI is expected to rise
substantially .over the next 75 years,
the cost of these programs relative to
the economy as & whole will not neces-
sarily increase over levels we are al-
ready supporting. In other words,
today the cash-benefits account for
about 5.2 percent of the GNP, and
under intermediate II-B assumptions,
they are expected to be 5.4 percent of
GNP in 2060. In the interim, OASDI
outlays will fluctuate under these as-
sumptions between 4 percent and 6
percent of GNP. But the point is, over
the long run, this is a relatively stable
spending program. Where Federal
spending fixed as a percent of GNP in

the future will be the case, this pro-

gram would account for a relatively
stable share of that spending over
quite a long period of time.

Medicare, however, i8 quite a differ-
ent matter. Health care costs general-
1y have been and are expected to con-
tinue rising at alarming rates. Health
care aecounted for only 6 percent of
GNP as recently as 1965. It has
jumped to nearly 11 percent of GNP
today and is still climbing.

In sum, I think it makes good sense
to walt until we resolve the problems
in health-care financing and see how

el
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medicare is financed at that time
before we make any final decisions
about including or excluding medicare
from the unified Federal budget.

Mr. President, for several years,
Congress has been debating whether
social security ought to be a part of
the unified budget and whether it
ought to be considered each year in
the context of the congressional
budget process.

I believe the time has come to stop
discussing that question. We have
given-it a tremendous amount of
study. I believe the time has come to
‘ct B

We have before us today a social se-
curity financing bill which will do a
t deal to restore public confidence
in the social security program. It will
provide $165.5 billion in additional fi-
nancing in the shortrun and totally
eliminate, under current forecasts, the
longrun financing deficit. Despite its
success in providing new financing, it
fails to address one of the root causes
of declining public confidence, namely,
cynicism about the way the Congress
develops social security legislation.

I have been in a number of forums
where the work of the Finance Com-
mittee and of the Budget Committee
has been misunderstood. Any time
somebody proposes to try and put
social security on a firm financial foot-
ing so that we may assure the elderly
that their benefit checks are going to
go out, someone will get up and say:
‘“These changes are being proposed to
balance the budget on the backs of
social security recipients.”

How many times we have heard that
in the last 2 years are too numerous to
count. Whatever the reasons, there is
a general misunderstanding in the
public of the way social security is fi-
nanced and of its relationship to the
rest of our Federal programs.

Many people honestly believe that
the Federal Government uses social
security funds for other purposes and

financing problems

has repeatedly railded the trust funds.

Mr. President, I do not know of a
single Member of this body who wants
to be accused, even to let it be thought
for a moment that they want to make
a single change, no matter how
modest, in the social security system if
it is for the purpose of balancing the
budget, or for that matter for the pur-
pose of helping finance the defense
budget, or any purpose other than
maintaining the solvency of social se-
curity itself.

But I must say, I think the fact that
we have had to deal with social secu-
rity in the annual congresssional
budget debate in the last few years is
largely to blame for this growing
public skepticism. Congress has given
the American people the impression
that payment of social security bene-
fits is conditional upon the status of
the overall Federal budget, and not
solely upon the financial condition of
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the trust funds. Annual guick fixes in
social securtty, made in the rush of re-
porting sut a comprehenwive budget,
have flowm in the face of the fact that
this is a social imsurance program de-
pensdent sn Jopg-term commitments by
workers anfl the Governmemnt. Its in-
clusion in the budeget process has made
it ook more Mke diseretionary spend-
ing than the social insuranee that it is.

Mr. President, the need t® restare
public confidenoce in the iong-term sta-
bility of social seeurity is of overriding
impertance. In the iast few yeass,
while the Congress has been debating
what to do about social security, the
puhlic, particularly younger workers,
has lest faith in tie future of this pro-
gram. In 1978 surveys showed that
nearty half of all warkers hatween 18
and 49 had confidessce that they would
receive benefits from the program
when they retired. Today, fewer than
one in feur of these workers beliewe
they will receive benefits. Mr. Presi-
dent, that is not 2 reversal It is a
whalesale lass of public canfidenoe, It
is a serious problem hecause the whole
structure of this social imsurance pro-
gram rests on a campact made .across
generations. Younger workers today
pay taxes to finance benefits far
todays retirees in the expectation that
future generations will also be willing
to pay taxes whaen it is their turn to
retire. Such growing doubts about the
future of social security threaten to
undermine the wllingness of warkers
to sunport the payrall tax upon which
the entire spstem rests.

The bill before ns will begin the
process of restoring public confidence
in social security. In part, we will do
this through the financing measures
‘we adopt here. But we will also need to
reassure the 115 mMYon contributing
workers and 35 mfilinn social security
beneficiaries that these measures are
being adopted solely to finance social
securtty. To do this we must remove
the social security trust funds from
the unified Federal budget.

Restoring pubtic confidence in social
security is one good reason for remov-
ing soctsl security from the budget,
bwt it 15 not the enly reasen. If we iook
at this question from a budget per-
spective, it is even clearer that social
security does not beltong in the unified
budget.

Mr. President, the social eecurity
prograsn is a very differemt kind of
program than these we generaBy find
in the budget. It s a program which
has its own dedicated taxes and its
own fimancing reserve. This reserve is
intended to provide resowrces to the
program, cushioning it frem the ups
and downs of ecomomic cycles. When
social security rums deficits, #t draws
on its reserves; when it runs surpluses
it builds the reserves back up. As part
of the unified budget, however, social
secunity’s deficits add to the budget
deficit and #s surpiuses mask bhudget
deficits that might otherwise be more
apparent. But social security is not a
program which should be continually

A%
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adjusted to oorrect these temporary
effects on the overall budget. It is a
program which should be set on a
sound financiel besis and, to the
extent pessible, left alone to weather
economic and demographic fluctu-
ations with its ewn resources.

If we 3 the mistake of leaving
B0Cigl seourity
think we are going to have tremen-
dous difficulty in the future managing
the socdial security program in a con-
sistent manner. None of us can know
for sure what the fisture witl hold, but
there are a few events which we know
have a high probsbiity of oocurrins.
One of these which is going to have
trememdous effects en social security
financing, is the imevitable aging of
the bobyboom gemeration. Like 2
Tabbit swellowed by a snake, this gen-
eration will advance slowly through
the ege groups—first swelling the
ranks of workers, and then, after 2015,
swelling the ranks of retirees. This
demographic pattern will result in
annual surpluses for social security
from the 1990’s for about 25 years—in
other words through about 2015—fol-
fowed by exmual deficits for social se-
curity after 2015, It seems to me, #f we
can geze Into the crystal ball for a
moment, that this will lead to two
kinds of problems in the context of
the unified budget.

Mr. President, the charts behind me
indicate the periods when social secu-
Tity will %e in surplus and when it-will
be in deficit. As my colleagues can see,
there are very large yeflow areas be-
tween the years 1990 and 2015 that
represent both annual and accumulat-
ed surpluses. After the year 2015,
there is a large area of red that dimin-
ishes over time to a greater or lesser
degree, depending on assumptions,
that represents deficits, both annual
and accumaulated, thet the system wil
experience.

1et us look at one of the surplus
years. Take the year 2010. Under pres-
ent lIaw in that year, the old-age, survi-
vors, and disability insurance trust
funds ‘are going to receive in revenues
an estimated $60 biltion in 1882 dol-
1ars, today’s dollars—not the dolars of
the future some 30 years hence—they
will receive $80 billion more than they
Wil spend in outlays, adding this to &
trust fund of more than $600 billion,
again 1982 dollars, not future dollars.

If we enact HL.R. 1908, as I hope we
4o, this surplus could run as high as
$125 billion in that year, and the trust
fund itself might total as much as $1
trillion that year.

It seems to me that if we have
annueal surpluses this large there will
be enormeus pressures for excess Gov-
ernment spending in other areas since
this exoess spending could occur with-
out generating or creating a ‘budget
deficit.

Now let us gaze stfll a Httle further
ahead into the future, and what we
see is a very different problem for
social security and, indeed, for the
country. This time let us look at the

the unified budget, I’
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year 2025, Now the OASDI trust funds
are spending under current law about
$100 billion more than receipts in rev-
€nues, again in 1982 dollars, and it is
beginning to draw dowm on its reserves
‘of more than $236 billion.

If HR. 1900 is enacted, the deficit
would be somewhat smaller, perhaps
only $50 billion, and trust fund re-
serves would be quite a bit larger. But
the general prohlem will be the same,
These large deficits—egqual to about 5
peroent of Federal omtlays—wild put
tremendous pressure on the Congress
to either cut spending in other Federal
programs or cut in soctal se-
curity, despite the fact that social se-
curity will have adequate trust fund
reserves (o meet s own needs
through the 3050’s and beyond.

These pressures to cat more or
spend more beeause of the fluctu-
ations in sorial security appear sub-
stantial when we look into the future.
But we can see similar, though less in-
tense, pressures aperating on the Con-
gress today. In fiscal pear 1968, when
President Johnson first included the
operstion of the social securtty trust
funds in the Federal budget, it had the
side effect, because soctal security was
running surpluses in those years, of
making the spending on the Vietnam
war loock smaller, and obscuring its
impact on the budget deficit. By con-
trast, in recent years, social security
deficits have intensified the overall
budeet deficits and increased the pres-
sure to cut spending. On at least one
occasian, these pressures have led the
Congress to make cuts in social secu-
rity that were, in my opinion, hasty
and ill-advised.

The mismatch between social secu-
rity and the unified budget is only too
clear. The horizon of the budget proc-
ess is 1 to 3 years. By necessity it must
focus on program changes which can
£0 into effect gnickly and produce
either immediate savings or immediate
incresses im revenues. On the other
hand, the horizon of soeial security is
an individual’s working career and re-
tirement. Its trustees project the actu-
arial balance of the system over a 75-
year period. To consider social security
only in terms of its financial condition
in the mext year or wo is not only
shortsighted but can be extremely
dangerous for the long-run integrity of
the system.

Some have suggested that my legis-
lation would take social security off
budget and hide it somewhere in the
murky gioom of unknown and uncon-
trolled off-budget agencies. This is ri-
diculous. I do not think anyene would
seriously believe there is any danger of
losing a program the size of social se-
curity in the shadows. We will always
know where it is and what it is doing.

It is interesting to note that even
before social security was thrown in
with the rest of the budget, the role of
social security spending as a part of
overall Federal spending was abun-
dantly clear to the Congress. Prior to
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the submission of the first unified
budget, there were two separate Fed-
eral budgets: a trust fund budget and
an administrative budget. Though Thursday, or Friday.
these budgets were presented sepa- I not belabor that point, except
rately, they were combined in a single to say that the sooner we get the
table for use in assessing the overall social security bill out of the way and
impact of all Federal spending pro- , get to conference and get the jobs bill
grams on the economy. The amend- fout of the way, the sooner we will be
“ment I will offer on Monday would not | able to adjourn and perhaps improve
hinder in any way the ability of the| the schedule for the Easter recess by a
Congress to evaluate the economic ef-| day orso. .
fects of social security spending. What
it would do is separate the issue of
social security solvency from other
budget issues which are substantively
unrelated.

Mr. President, the time has come to
clarify for the American public that
social security is an independent and
separate program which must survive
on its own basis and not be continually
adjusted to respond to budget pres-
sures, I ask my colleagues to support
this method of dealing responsibly
with the issue when we address it on

Representatives will provide for the
adjournment of the Senate over for
the Easter recess on Wednesday,

UNANIMOUS-CONSENT  AGREE-
MENT—ORDER FOR ADJOURN-
MENT UNTIL MONDAY

Mr. BAKER. Mr. President, I should
like to put a unanimous-consent re-
quest now, which I have submitted for
the consideration of the minority
leader, who is in the Chamber.

I ask unanimous consent that when
the Senate completes its business
today, it stand in adjournment until 12
noon on Monday next, March 21, pro-
vided that when the Senate convenes

Monday.
Mr. Presldent Is the .bgence at that time, the reading of the Jour-
of a quorum. uggest nal Be dispensed with; that no resolu-

The PRESIDING OFFICER (Mr.
Anprews). The clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. BAKER. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is 80 ordered.

Mr. 'BAKER. Mr. President, I have
just conferred with the distinguished
chairman of the Finance Committee,

~Senator DoLE, who is on the floor. He
indicates to me that there are one or
two, maybe three, other amendments
that can be disposed of this afternoon.
I hope so, because we need to do as
much as we can. It does not appear
that those amendments will require
rollcall votes.

In view of that, and in view of the
number of absentees on both sides of
the aisle which have developed by this
hour, I wish to announce that there
will be no more rollcall votes today.
We will continue on this bill, however,
and do as much of it as we can withont
further record votes today.

I urge Senators who have amend-
ments and are willing to take them up
today to come to the floor and make
that known to the two managers.

Mr, President, s0 much has been
done today that I feel we all should
offer congratulations to the chairman
of the committee and the ranking mi-
nority member, who have done their
usual excellent job of movihg this bill
along. I believe that we are now in
striking distance of finishing on
Monday.

I announce, Mr. President, that Sen-
ators should be prepared to stay late
on Monday and finish this bill, be-

~ cause it is essential, in my view, that
we get this bill to conference as soon
as possible.

The adjournment resolution that
will come to us from the House of

rule; that no call of the calendar
occur; that the morning hour be
deemed to have expired; but provided
that there be a period for the transac-
tion of routine morning business of
not to exceed 30 minutes, in which
Senators may speak for not more than
5 minutes each—again, after the expi-
ration of the time allocated to the two
leaders under the standing order.

Mr. BYRD. Mr. President, reserving
the right to object—and I will not
object—the majority leader has elimi-
nated the morning hour. As he well
understands, that eliminates the possi-
bility of making a nondebatable
motion that might otherwise be made,
and he put that in as an understand-
ing between the two of us.

Mr. LONG. Mr. President, reserving
the right to object, may I understand
what the distinguished leader plans?
It is his intention that the social secu-
rity bill will continue to be the pend-
ing business?

Mr, BAKER. It will. When we go out
today, it will be the pending business;
and when we return, after the time for
the transaction of routine moming
business, it will recur.

Mr. LONGQG. Can the Senator say how
mg?he thinks morning business will

e .

Mr. BAKER. Mr. President, I think
we will be on this bill again before 1
p.m.

The PRESIDING OFFICER. With-
out objection, the unanimous-consent
request of the majority leader 1is
agreed to.

Mr. BYRD. Mr. President, could the
majority leader indicate—maybe he is
not in a position to do so—that there
will be no votes before 2 p.m. on
Monday?

Mr. BAKER. Yes. Mr. President,
rather than request an order to that
effect, let me simply assure the minor-
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ity leader that I do not expect or an-
ticipate record votes except perhaps
procedural votes to instruct the Ser-
geant at Arms, and the like, prior to 2
p.m. on Monday.

Mr. President, I have just been

-handed a note that there are two re-

quests for special orders on Monday
that I shall request shortly.

I will say to the distinguished Sena-
tor from Louisiana that will advance
the time perhaps when this bill will be
up on Monday by 30 minutes, so it
may be a little after 1 p.m. if this re-
quest is granted.

ORDER FOR THE RECOGNITION
OF SENATORS WARNER AND
THURMOND ON MONDAY

Mr. BAKER. Mr. President, I ask
unanimous consent that on Monday
next, after the recognition of the two
leaders under the standing order, Sen-
ators WARNER and THURMOND be recog-

-nized in that order for not more than

15 minutes each.

The PRESIDING OFFICER. With-
out objection, it is s0 ordered.

Mr. BAKER. I yield.

ORDER OF PROCEDURE ON
MONDAY

Mr. BYRD. Mr. President, if I may
ask the majority leader a difficult
question and one which I doubt he
would wish to give me assurances on,
but would: it be possible to get an un-
derstanding that there will be no votes
before 2:30 p.m. and none after 6 p.m.
on Monday.

Mr. BAKER. Mr. President, I really
cannot do that after 6 p.m. part be-
cause, I indicated earlier, and I believe
the chairman of the committee and
the ranking ‘minority member both
have expressed an enthusiazsm for fin-
ishing this bill on Monday. It may be
after 6 p.m. before we 6o 80. S0 I am
confident there will be no votes before
2:30 p.m,, but I feel fairly certain there
will be votes after 6 p.m.

Mr. BYRD. Mr. President, I felt the
majority leader would, of necessity,
have to respond in that way.

I think that his indication that there
will be no votes before 2:30 p.m. is cer-
tainly something that should be bene-
ficial to some of the Senators who in-
quired of me about that possibility.

I thank the Senator.

Mr. BYRD. I thank the Senator.

R ———

SOCIAL SECURITY ACT
AMENDMENTS OF 1983

The Senate resumed consideration

H.R. 1900.

Mr. SARBANES. Mr. President, will
the majority leader yield?

Mr. BAKER. I yield.

Mr. SARBANES, Is it the majority
leader’s intention to try to finish the
bill on Monday?

Mr. BAKER. Yes, it is.
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Mr. DOLE. Mr. President, in view of
and following what the majority and
minerity leaders have discussed, I
would indicate that we are not encour-
aging any more amendments. We have
still some to deal with. I know that the
amendment by Senator BeapLEY, if he
pursues that amendment, will be a
record vote because there is stromg OD-
pasition, indluding opposition from the
chairman and the ranking mdnority
member of the Finance Commiitee to
that amendment.

Semator Hawkins, the distinguished
Senator from Florida, has an amend-
ment which would cost about $2 bil-
lion. We do not have $2 billion. That
will be strongly opposed.

And as far a5 1 know at this point,
then the budget issue will probably re-
quire a rollcall vote. I am talking
about Monday.

Others, if they pursue the amend-
ments, could require ralleall ¥otes.

Sometime perhaps on Monday the

d Senator from Louisiana
(Senator Lonag), will have an amend-
ment which will be amended and that
will require same rallcall votes.

So there will probably be a number
of rolicall votes. I doubt any would be
before 2:30 p.m.

1 know we are waiting. Senator
BENTSEN has an amendment.

Would he be willing to add Senator
THorMonND 8s & cosponsor to his
amendment?

Wr. BENTSEN. I am delighted to do

s0.

The PRESITDING OFFICER. With-
out objection, the amendment of the
Senator from New Jersey will continue
to be laid aside.

UP AMENDMENT NO. 191
(Purpose: To treat nonguslfied deferred
compensation the same as other elective
deferred oempensation for seciel security

PUrposes)
© Mr. BENTSEN. Mr. President, I
have an unprinted amendment which
1 send to the desk and ask that it be
stated.

The PRESIDING ‘OFFICER. The
amendment will be stated.

The assistant legislative clerk read
as follows:

The Senator from Texas (Mr. BENTSEN),

Mr.

Mr. Baucvs, Mr. SM, and Mr. BRABLEY
proposes an unprinted amendment num-
bered 101.

Mr. BENTSEN. Mr. President, I ask
unanimous consent that the reading of
the amendment be dispensed with.,

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:

Skction 1. Strike lines 3-19 on page 104
and strike Iines 20-25 on page 186, and lines
1-11 on page 107 and in each place insert
the following new paragraph:

“(2) treatment -of certain nongualified de-
ferred compensation plans”

“(A) IN GENERAL.—ANy amount deferred
under a deferred compensation ptan shall be
taken into account for purposes of this
chapter as of the later of

“(1) when the services are performed, or
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“(i1) when there is no substantial risk of
farfeiture of the rights to such amount.

“(B) TaAXED QNLY ONCE—ANYy amount
taken into account as wages by reason of
subparagraph (A) shall not thereafter be
treated as wages for purposes of this chap-

purposes of this paragraph—

“¢1) Iw oEnERaL.—Exeept a8 previded in
clause (i), the term ‘deferred compensation
plan’ means any plan or other arrangement
for deferral of compensation other than a
plan described in subsection (aX5).

“(ii) EXCEPTION POR CERTAIN GOVERNMENTAL
pPLaNs.—In the case of & governmental plan
(within the meaning of section 414¢d)), the
term “deferred compensation plan” shall in-
clude only a plan described in sections
457(s), 45%(eX1), 45TeX2AB), 157(eX2XD),
and 457(eX 2XE).

.Smc. 2. Strike lines 4-18 of page 110 of
amendment 516 and insert the following:

“Any amount deferred under a deferred
compensation plan (within the meaning of
section 3121(VXZ2XC) of the Internal Reve-
nue Code of 1954) shall Be taken into ac-
count for purposes of this titie as of the
1ater of when the services are performed, or
when there is no swbatantial risk .of forfeit-
ure of the rights to such amount. Any
amount taken into account as wages by
reason of the preceding sentence shall not
thereafter be treated as wages for purposes
of this title.”

‘BEC. 3. DATE~Bections
3321(vX(® and uea(nm of the Internal
Revenue Code of 1954, a8 added by this sec-
tion, shall apply to services perfarmed after
December 31, 1983.

Mr. BENTSEN. Mr. President, I
have an amendment to correct what 1
believe to0 be an unintended resuit
reached by the Finance Committee.

Many employers, particularly smail
employers use nongnalified deferred
on arrangements as &
method of providing retirement
income for their employees. Under
current law, amounis deferred under
these nangualified deferred compensa-
tion plans are not subject to FICA
(social security) or FUTA taxes when
received as retirement payments. The
hiue ribbon Greenspan Commission
did net recommend a change in this
treatment. Likewise, the House of
Representatives did not subject these
deferred amounts to FICA er FUTA
taxes.

Unfortanately, the Finance Commit-
tee has chosen to subject these non-
oualified, deferred smounts to FICA
and PUTA taxes when actually paid as
retirement payments. This has the
result of subjecting recipients to #
social security tax burden when they
are alrendy retired and receiving social
security. It has the additional operous
effect of eliminating the person’s
sacial seoarity benefits because of the
wage limitations. By indirection, it ef-
fectively increagses the wage base for
these persons way beyond the wage
base currently in the bill, which, as we
know, has aiready been dramatically
increased. Finally, the Finance oom-
mittee amendment is retroactive and,
consequently, would drastically in-
creape imxes by changing the rules
after people alrendy elected to defer
some of their compensation.
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My amendment corrects these re-
sults by simply subjecting these
amounts to FICA and FUTA taxation
when the amounts are deferred, not
when they are eventually peid or
made available. This simple, easily un-
derstood solution is exactly the same
as the Greenspan committee recom-
mendation and the House and Senate
Finance Committee action in refer-
ence to section 401(k) pians and all
similar plans under the bill. My
amendment will help preserve the
social security base from erosion by, in
effect, ignoring nonqualified deferred
compensation agreements for social se-
curity purposes without, however, im-
posing a drastic penalty on this form
of compensation.

in most cases, umder nonqualified
deferred compensation agreements it
is a relatively siknple matter to deter-
mine when amonnts are deferred and
the amount that is being deferred.
Iikewise, as in many other areas of
our tax law, simple rules can be estab-
lished to determine the present value
of amounts deferred in other cases.

My amendment preserves social se-
curity benefits for retired persons by

deferred

plans subject to FICA and FUTA
when deferred, not when eventually
paid or made avaflable.

There is negligible revenue loss, if
any, and the amendment should be
adopted.

Mr. President, what we are dealing
here with is an amendment that deals
with deferred compensation and under
the present law, this is one where you
would not have a tax incurred. What I
am asking far and what has been
checked with the chairman of the
committee and with Senator Long, the
ranking minority member, is a piece of
legislation that is revenue neutral and
was not in the blue ribbon commission
report of recammendations nor was it
in the House bill and frankly would
allow the deferred compensation to be
recorded as of the date that it is
earned rather than deferred to some
future date at the time when it was re-
ceived.

I believe that is the proper way to
approach the prohlem and if we do not
have that, then I think we have an un-
intended result in what was reported
out of the committee and I believe
that it would result in a number of de-
ferred compensation plans being
dropped.

1 believe that is a good way to try to
enoourage retirement plans, and I urge
very strongly that this amendment be
accepted, and I state that it has been
submitted to staff and to the chair-
man of the commitiee,

I yield to the Senrator from Kansas
for any comments that he may make.

Mr. DOLE. Mr. President, this
amendment has been discussed with
both the Senator from Texas and the
Senstor from South Carolina, and ear-
lier today I had a colloquy, which is in
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the Recorp, with the distinguished
Senator from South Carolina, Senator
THURMOND, on this same subject.

This amendment is further clarifica-
tion, and, as the Senator from Texas
indicates, it is a conforming amend-
ment in respects.

Essentially, the Bentsen-Thurmond
amendment will conform, as closely as
possible, nonqualified deferred com-
pensation arrangement to the FICA
tax treatment, section 401(k) plans as
agreed to by ‘'the Finance Committee.
It is fair to treat all deferred compen-
sation equally for FICA purposes.

There may.be additional areas such
as ad hoc cost-of-living adjustments
which may have to be worked out in
conference, but this amendment goes
a long way toward equalizing the
FICA tax treatment of qualified and
nonqualified deferred ' compensation
arrangements and should be adopted.

I am willing to accept the amend-
ment as I understand the distin-
guished Senator from Louisiana is
willing to accept the amendment.

I am happy to yield to the Senator
from South Carolina.

Mr. THURMQND. Mr. President, I

JWish to thank the able manager of the.

bill, -

We feel this is a sound amendment,

and I hope the Senate will accept it.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment of the Senator from Texas. -

The amendment (UP No. 101) was
agreed to. .

Mr. BENTSEN. Mr. President, I
move to reconsider the vote by which
the amendment was agreed to.

Mr. DOLE. Mr. President, I move to
lay that motion on the table.

The motion to lay on the table was
agreed to.

Mr. DOLE. Mr. President, are there
other amendments that might be dis-
posed of without record votes?

Mr. BAKER. Mr. President,
inquire of the distinguished c¢|
of the committee if there are other
amendments that appear available to
us? If not, I intend to ask the Senate
to have a period for the transaction of
routine morning business.

Mr. DOLE. Mr. President, I know of
no other noncontroversial amend-
ments. There are some that may
become noncontroversial, but at this
point we are still in the negotiation
and discussion stage.

8o I think that is about all we can do
today. B

Mr. BAKER. I thank the Senator.

Mr. President, it has been a good
day, and the chairman of the commit-
tee and the ranking minority member
should be commended for their good
work this day.

TREATMENT OF DEFERRED EMPLOYEE COMPENSA-
TION UNDER THE w SECURITY EARNINGS
TEST
Mr. THURMOND. Mr. President, I

wish to have a brief colloquy with the

distinguished floor manager of the
soclal security bill concerning the bill’s
treatment of deferred employee com-

may I
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pensation under the social security
“e test ”
I have been advised that, as reported
from the Finance Committee, the
social security bill apparently would
have had the unintentional effect of
causing thousands of retired recipients
of deferred compensation to lose all or
part of their social security benefits.
This would occur as a result of the
interaction between the revised defini-
tion of “wages”—which would include
certain types of deferred compensa-

, tion—and the “earnings test”, which
. causes social security benefits to be re-

duced if -the retiree has earnigns in
excess of the allowed amount. Since
another provision of the bill complete-
ly eliminates the retirement earnings
test by 1994, an objective which I
strongly support, I am sure that it is
not the intent of the committee to
bring under the earnings limitation a
large group of individuals—retired re-
cipients of deferred compensation—
who heretofore have not been subject
to it in respect to that deferred com-
pensation. .

Mr. DOLE, The Senator’s observa-
tions are well founded. This was
simply a drafting error which we will
take care of -through a committee
technical amendment. The amend-
ment reflects the intent of the com-
mittee that the receipt of income by a
retired employee under a deferred
compensation plan will not be counted
as earned income for the purpose of
the earnings test. -

Mr. THURMOND. I thank the dis-
tinguished chairman of the Finance
Committee for recognizing and taking
care of this problem.

DRG'S
@ Mr. BURDICK. I say to-the chair-
man, I hope we can clarify a.concern 1
have about the
groups, or DRG's. I am concerned that
the proposed system will not take into
consideration the costs at those insti-
tutions which have research costs as-
sociated with the care of their pa-
tients.
* As you may know, the Senate Appro-
priations Committee, on which I serve,
has a long history of supporting com-

munity-based cancer centers. In fact,

the Labor-HHS Appropriations Sub-
committee has included report lan-
guage in 2 of the last 3 years directing
the National Cancer Institute to con-
tinue this effort. In part because of
this interest, the Institute is establish-
ing closer links between local commu-
nity physicians and hospitals and the
larger cancer centers. Two examples of
this outreach are the regional cancer
research groups and the community
clinical oncology program. These kinds
of programs are allowing patients at
the local level to participate in and
benefit from NCI research. In the
upper midwest, we have a fine pro-
gram developing in which community-
based physicians and hospitals are in-
volving their patients in cooperative
research programs which benefit not
only the patients, but the larger body

diagnosis-related .
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of medical knowledge. This research
does not involve excessive additional
costs, but it sometimes requires a
greater intensity of care, more careful
monitoring, additional testing or
slightly longer hospital stays.

I feel strongly that this kind of coop-
erative, community-based research
should continue s0 that citizens from
all parts of the country can share the
benefits of NCI research. I would hate
to see the prospective reimbursement
system limit this or reduce the oppor-
tunity for participation for medicare
patients. I would hope that the Secre-
tary will have the flexibility to recog-
nize the additional research-related
costs that may be involved in these
cases, and that she or he will have the
authority to make appropriate adjust-
ments for them.

Mr. DOLE. I fully understand your
concerns about this and share your
belief in the importance of communi-
ty-based research. We have no inten-
tion of disco legitimate re-
search from taking place. Under the
terms of our bill, the Secretary will
have the authority to take the intensi-
ty of these cases into consideration in
gak(l}m adjustments to the standard

'8,

Mr. BURDICK. I thank the Senator
for clarifying this matter.@
® Mr. DeCONCINI. Mr. President, I
see that judicial and administrative
review are not available for the initial
rates for each diagnosis related group
(DRG) and the DRQG classification
system itself.

I wish to clarify that, subject to the
present jurisdictional requirements for
review by the Provider Reimburse-
ment Review Board (PRRB), judicial
and administrative review are availa-
ble for matters relating to updating
the rates, including the composition of
the market basket, and the Secretary's
decisions on the advisory panel’s rec-
ommendations.

Mr. DURENBERGER. That is cor-
rect. The exclusions from judicial and
administrative review are those items
necessary to maintain budget neutral-
ity during fiscal y 1984 and fiscal
year 1985. In addition, the establish-
ment of specific DRQ's and their rela-
tive weights are not reviewable. Mat-
ters affecting aggregate expenditures
and the DRG rates in subsequent
years are reviewable,

Mr. DECONCINI. Are subsequent
additions to or subtractions from the
initial list of DRG’s reviewable?

Mr. DURENBERGER. I do not be-
lieve so.

Mr. DECONCINI. Then the Secre-
tary could cut the number of DRG’s in
half, or double the number, or do any-
thing else he wanted at his total dis-
cretion. He could also refuse to change
the relative weights of the DRG's,
even though it was absolutely proven
that a given DRG was under or over
weighted. This-is particularly signifi-
cant because, as I understand it, a rel-
atively small number of DRG’s ac-
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oowt for the majority of all hospital
discharges. The Secretary ocould make
all these changes at his totel discre-
tion regardiess of their impact on hos-

and one that I bellere my prove
unwise.

dent, the concerns of my collesgue
from Arisona have some merit. We
have attempted to address these con-
ceras in part by establishing an inde-
pendent comiminstion of experts whose
responsibility &t will be to work with
the Secretmry W determuining the
changes that need 40 be made in and
amang the various DRG's. In addition,
1 expect to heidl hearings duning the
second session and into the fuiure,
and to consider any remsomable
changes to the legisiation as became

During the almost 50 years nfitsexlst-
ence, the secial security program has
upandedhotheomnxe and beanefits,

revenues. Today, exen those who pub-
licly oppaose it rely on it to undergird
their own security, whether they real-
ize it or not.

As the program matured, it was rela-
tively painless to expand benefits.
Money was flowing into the trust
fund, and outgo was minimal. This
halcyon period reflected the fact that
the number of covered workers retir-
ing was small in relation to the active
w%rk %ome. and the economy was quite
robust.

Social security has reached 1its ;

mature phase. The program covers vir-
tually all workers and the tax applies
to most wages. The number of retirees
has expanded as the original partici-
pants have retired. This maturing has
coincided with a period of shiggish
economic growth and high inflation.
The two developments have been dev-
astating to the financial stabiltty of
the sorial security trust fund. As the
number of retirees to workers has in-
creased, the ability of workers to fi-
nance this pay-as-you-go program has
diminished because of a weak econo-

my.
“The social security system is faced
with a funding crisis. This crisis has
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two pearts, the short term and the

long-term phases. Earlier this year,

the National Commission on Social Se-
curity Refoerm presented a series of
recommendations to the Congress
which would keep the program solvent
for both the short and tong term.

Merely reaching an agreement on
recommendations was a major achieve-
ment for the Cammission. The mem-
bers represented many different per-
spectives on social security. However,
the severity of the problem forced a
econcensus. As I sald last month, there
are provisions in the package with
which I agree and other provisions
with which I disagree. But, this is a
time for realism, and I realize that we
all must swallow hard and do what is
right. I joined as a cosponsor of S. 1,
the social securtty reform hill. I also
cospansared S. 76, a bill to resaolve the
remaining long-term funding problem
by raising the retirement age.

Last Thursday, the Senate Finanee
Committee approved the reform pack-
age by a vote of 18 to 1.1 strongly sup-
part the package. The committee hill
improves on the Cemmission recom-
mendations by including e sensible so-
lutien to that portion af the long-term
funding gap not addressed by the
Commission. The Finance Cemmitiee
rejected higher taxes over the long
term. instead, the retirement age will
be increased to age 66 by the year
3012. And, initial benefits will be re-
duced by 5 percent beginning in the
year 2000. Theugh the benefit calcuia-
tion will be reduced, benefit levels will
oontinue ie grow as the wage level in-
creases. This will aveid any kardship
caused by the 5-parceat reduction.

The Fimance C also ap-
proved other sensible changes. The re-
tirement earnings test would be elimi-
nated. Thus, the penalty an work
would be removed for those who have
reached the retirement age. We also
improved the tax credit to offset the
burden of increased payrell taxes for
the self-employed. Last, the committee
agreed to changes in the treatment of
spouses and former spouses do improve
the treatment of women. Fer instance,
two dropout years woumld be allowed
for ehild bearing without losing enti-
tlement to benefits.

This is a good package. The advance-
ment of this program demonstrates
that our pelitical process does work,
that the Congress can successfully

with major problems. I urge my
lleagues to support the Social Secu-
rity Amendments of 1983.@

ROUTINE MORNING BUSINESS

‘Mr. BAKER. Mr. President, I ask
unanimous consent that there now be
a brief period for the transaction of,
routine morning business to extend
not past the hour of 5§ p.m. in which
Senators may speak for not more than
5 minutes each.

"The PRESIDING OFFICER. With-
out objection, it is so ordered.
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ROBERT FISKE BRADFORD

Mr. SARBANES. Mr. President, 1
know all of my colleagues join in send-
ing heartfelt condolences to Senator
MatHias and his wife Ann, on the
death of her father, Hon. Robert Fiske
Bradford.

The descendant of & long line of dis-
tinguished leaders of our country,
Robert Fiske Bradford, was educated
at Harvard College and Harvard Law
Bchool before entering the private
practice of lIaw in his mative Massachu-
setts. He became active in State poll-
tics, serving as executive secretary to
the Governor of the Commonwealth
and was active in the campaigns for

“Governor and Senator of Leverett Sal-

tonstall. He was elected district attor-
ney of Middlesex County in 1838 and
reelected in 1942,

In 1944, he was elected Lieutenant
Governor of Massachusetts and went
an to win the governorship in 1946.
Governor Bradford worked to batance
the Commonwealth’s budget and keep
the economy on a stable course dusing
the immediate pest-World War II
period. He was also active in the Twro-
pean relief effort, serving as chairman
of the “silent guest” program, urging
Americans to donate the equivalent of
a ‘Thanksgiving dirmer to the starving
people of Europe in 1947. During his
term as Governor, innovative alcahalic
rehabilitation and education programs
were approved.

After returming to private Mfe in
1949, Governor Bradferd remasained
active in civic and pubdic affairs, serv-
ing as preskiemt aof the Greater Bostor
Commamity Counall, chairman of the
Executive Committee of the Boand of
Overscers of Harvard University and
on the boards of aumerous education-
al, civic, and business organizations.

Mr. President, I want to express on
behalf of all our colleagues our sympa-
thy to Arm and Mac MAaTHIAS, and to
all of the family of the late Governor
Bradford, a fine and distinguished
public servant and leader when the
people of Massachusetts shall remem-
ber with gratitude and appreciation
for his outstanding public service.

Mr. BAKER. Mr. President, will the
Senator yield? I wish to join the dis-
tinguished Senator from Maryland in
expressing my sympathy to Ann Ma-
thias and her family on the passing of
Governor Bradford.

It was a sad occasion for me today
when I dispatched a letter to Mrs. Ma-
thias expressing my regrets. I am sure
1 speak for every Member of the
Senate when I say it is always a loss
when any member of this broad
Senate family meets the inevitable
sadness of death. But I speak for
myself and my colleagues, I am sure,
in expressing to all of them, the Ma-
thias and Bradford families, our deep-
est sympathy.
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